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NATIONAL ECONOMIC POLICY 


NEED FOR OVERALL BALANCE IN NATLONAL ECONOMY STRESSED 


Beijing JINGJI YANJTU [ECONOMIC RESEARCH] in Chinese No 1, 20 Jan 8 
pp ll-16 


[Article by Wang Daan (3769 1129 1344]: “Overall Equilibrium in the 
National Economy Should Be the Balancing Factor in the Process ci Social 
Production" ] 


{Text] for more than 20 years, beginning with our First Five-Year Plan, 
we have talked almost every year about overall equilibrium. However, 

even now this is still a vague idea. From this we can see that it is 

not easy to understand objective economic laws or to shake off our 

innate ideas gained from experience. Recently, economists and practical 
workers have conducted heated discussions on this question, while many 
articles on overall equilibrium have been carried in the press, criticizing 
the plans which call for high targets and yet leave loopholes, and pointing 
out the need for a balance between the two major categories of social 
production, a proper relationship between agriculture and light and heavy 
industries and between accumulation and consumption, integration of the 
roles of planned regulation and market regulation, and so forth. These 
are undoubtedly the main aspects of overall equilibrium. Instead of 
further dwelling on these points, this article will attempt to present 

some superficial observations on the question of overall equilibrium in 
the process of social reproduction--a question which has been discussed 
rarely or not at all. 


I. Overall Equilibrium Should Be the Equilibrium Between Production, 
Distribution, Exchange, and Consumption 


As Marx pointed out, the general process of social production includes 
four sectors--namely, production, distribution, exchange and consumption. 
These four sectors are closely related and mutually supplementary. 
"Production creates articles corresponding to requirements; distribution 
allocates them according to social laws; exchange in turn distributes 
the goods, which have already been allocated, in conformity with 
individual needs; finally, in consumption the product leaves this social 











movement and becomes the direct object and servant of an individual need, 
which its use satisfies, Production thus appears ae the point of depar- 
ture, consumption as the goal, and distribution and exchange as the 
middie,"! Among these four sections, there is a dialectical unity of 
opposites, Generally, production determines distribution, exchange, and 
consumption, and there are definite relations among them. O/ course, 
“production in ite narrow sense is in turn aleo determined by the other 
aspects."* After all, none of these four sections is dispensable or can 
be left out in the process of social reproduction. Hindrance or damage 
to any of these sections will cause stagnation or suspension of social 
reproduction, we must correctly handle the relationships among these 

four sections, and this, in our opinion, is the most basic task and most 
rudimentary requirement of an overall equilibrium. in other words, 
instead of equilibrium only among the various production departments, we 
must interpret overall equilibrium as equilibcium of production, distri- 
bution, exchange, and consumption in the general process of social repro- 
duction, in addition to internal equilibrium in each section. Without 
such an interpretation, we cannot achieve high-speed national economic 
development. 


Practice has proved the need for such a broad definition of overall 
equilibrium as mentioned above. The problem of imbalance has remained 
unsolved for many years mainly because some comrades could interpret 
overall equilibrium only in a narrow sense. in actual work, they were 
concerned only with the equilibrium in production itself (sometimes even 
this equilibrium is neglected), and overlooked the equilibrium between 
production and consumption, or between production, distribution and 
exchange, and thus brought about the abnormal growih of the national 
economy as an organic entity--an abnormal growth characterized by 
retarded and imbalanced functions. This is indeed a serious lesson. 
Now let me cite two examples. 


First, Production and Consumption 


The scope of production and the level of consumption are determined by 
the ratio between accumulation and consumption in the national economy. 
Within a certain time and at a certain fixed amount of national revenue, 
an increase of accumulation will mean a reduction of consumption, and 
vice versa. If this ratio is not well adjusted, it will either affect 
reproduction or retard the improvement of people's living conditions. 
Because of various factors, national revenue is sometimes high and 
sometimes low. Therefore, the rate of accumulation is variable and not 
constant. However, in determining the ratio between accumulation and 
consumption, we must take into consideration the interests of the state, 
the collective, and the individual producers, and then base the increase 
of accumulation on the development of production as well as on the gradual 
improvement of people's livelihood. This was what Comrade Mao Zedong 
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expounded in 1956 in his article "On the Ten Maior Relationships.” He 
said: “The relationship between the state on the one hand and factories 
and agricultural cooperatives on the other, and the relationship between 
factories and agricultural cooperatives on the one hand and the producers 
on the other, should both be handled well." “As their labor productivity 
rises, there should be a gradual improvement in their working conditions 
anc collective welfare. With the growth of our economy as a whole, wages 
should be adjusted appropriately." “Except in case of extraordinary 
natural disasters, we must see to it that, given increased agricultural 
production, 90 percent of the cooperative members get some increase in 
their income."3 How clear and to the point are Comrade Mao Zedong's 
remarks! Unfortunately, these correct principles were not respected for 
many years. From the Third Five-Year Plan until shortly before the down- 
fall of the "gang of four,” national economic planning did not include 

any target for the improvement of people's living conditions at all. 

After 1970 the rate of accumulation was unduly high, mostly above 30 per- 
cent, and it has still not been reduced. Because of the practice of high 
accumulation and low consumption for many years, people's living conditions 
in the urban and rural areas have not improved much. The average distribu- 
tion and income of people in the countryside are still very low, and the 
rise, if any at all, has been very slow. The average wages of workers, 
instead of being increased, have actually been reduced. In some cities, 
the average wages of workers and staff members in 1977 were 12.77 percent 
lower than in 1957. If we take the rise of commodity prices into account, 
their wages were actually 27.8 percent lower. The amount of Living space 
for people in the cities has also been reduced. In short, they are even 
worse off than they were during the early period after liberation. In 
Beijing, there are 300,000 households, or 1 million people, without 
adequate living space. This number accounts for one-quarter of the popu- 
lation of Beijing. Because of the lopsided industrial development in the 
suburban areas and the scarcity of residential houses for the workers, 
some 200,000 of these workers have to be squeezed into public buses every 
day to be carried to and from the city. Many of them have to spend 3 

or 4 hours in transit each day. These problems have seriously dampened 
the enthusiasm of the broad masses of cadres and people. There are many 
causes for this abnormal condition, and the disruptions by Lin Biao and 
the “gang of four" are the main ones. Yet we must not fail to see that 

it should also be attributed to our overstressing production and neglecting 
consumption, and oc) our failing to achieve an overall balance. Historical 
experiences have clearly proved that high accumulation can:ot bring about 
high-speed development at all. Now is the time to learn our Lessons and 
to turn over a new leaf! We must conscientiously and fully implement che 
policy of “readjustment, restructuring, consolidation, and improvement" 
and be sure to carry it through to the end instead of implementing it 
halfheartedly or stopping halfway. 








Second, Production and Exchange (Circulation) 


Production and exchange are two different socia. functions, and each of 
them is governed by its own special laws. However, production and exchange 
"constantly determine and influence each other to such an extent that they 
might be termed the abscissa and the ordinate of the economic curve."4 

The unity of production and circulation is a process of social reproduc- 
tion based on large-scale socialized production. Circulation is exche rge 
from an overall point of view. The process of circulation as an inter- 
mediary is like a bridge or a connecting link between nroduction and 
consumption. The higher the standard of socialized production, the more 
frequent will be the exchanges, the more extensive will be the circulation, 
and the more dependent will production be on circulation. Circulation 

not only forms a necessary link in the process of social reproduction but 
also has its countereffects on production and consumption, because if 
producers cannot acquire the machinery, ecuipment, electric power, fuel, 
and raw materials from the sphere of circulation, production cannot even 
get started. Also, if the products cannot be sold, reproduction cannot 
make headway. Furthermore, circulation not only transfers the fruits of 
labor to the sphere of consumption in order to meet the needs of consumers, 
but also actively affects consumption and changes the composition of con- 
sumption. When the amount of products has already been determined, the 
ability to meet the consumers’ demand is determined by the conditions of 
circulation. The process of circulation, like the circulatory system of 
human beings, must be in constant ~>tion in order for social reproduction 
to proceed smoothly. 


The relationship between production and exchange being so close, it would 
be impossible to exclude the balance between production and exchange, or 
between production and circulation, from the overall equilibrium. Produc- 
tion should proceed from demand and the products should be in timely 
circulation. The products should also be of good quality, with a large 
variety, a wide range of specifications, and fair prices, in order to 
fully meet social consumption or the requirements of daily living. The 
The channels of circulation, the geographical distribution of commercial 
units, the workforce and technical skill needed to realize commodity 
value should all be consistent with the development of production and the 
needs of consumption. However, for many years in our national economic 
construction there has been a tendency to stress production and ignore 
exchange, and the balance between production and exchange has been 
excluded from the sphere of overall equilibrium and left to play an 
insignificant role. Exchange was never thought of until difficulties 
arose in fulfilling national revenue targets. This greatly hampered the 
development of our socialist production and the improvement of the 
people's livelihood. At present, there are serious imbalances in our 
economic life and between production and exchange. For example: 











(1) The inadequate number of unite in the commercial network, In 1957, 
there were 21,290 commercial service units in the city of Beijing and 
nearby suburbs. By 1977 there were only 6,450 of them left. In 1957 
there were 59 commercial units for every 10,000 people; by 1977 the 
number was down to 13.8. The “small, denee, and many" unite were 
replaced by “large, sparse, and few" ones. When the people have to buy 
something, they usually have to form a long line. This is an appalling 
was'e of time and energy among the masses. There are two reasons for 
thin waste: Firat, for some time after the establishment of joint 
public and private ownership of enterprises, there was unilateral stress 
on “changing cities of consumption into cities of production," resulting 
in excessive reduction of commercial unite. Many places for the exchange 
of wealth were converted into factories and workshops, and industry 
gradually displaced commerce. The means of exchange thus continued to 
diminish. Secondly, state investments in capital construction were 
usually intended or the construction of factory, office, and dormitory 
premises (Note: Investments in dormitorie. were also very small). 

There were no investments in commercial units, which were simply left to 
the care of the localities and supported with the limited "three-item 
expenditure” funds, which were hopelessly inadequate. Construction 
units built only workshops and dormitories, and nobody ever cared to 
spend money on grain stores, nonstaple food stores, and so forth. Local 
financial resources are too small to cope with the situation, and so the 
only alternative was for the people to bear the hardship. When ever they 
wanted to buy anything, they had not only to make a "long trip" but also 
to form a long Line. 


(2) The small oumber of commercial personnel. Viewed from the stand- 
point of the vocational composition of the workers, there is a serious 
imbalance between indus rial and nonindustrial departments in Beijing. 
The number of personnel is large for the industrial departments but 
small for finance and trade. The percentage of workers and staff members 
in the commercial, food, and service trade among the total number of 
workers and staff members in ti. ity has been reduced every year. In 
1949 it was 27.9 percent; by 1957, it had dropped to 15.2 percent, and 
by 1977 it had further dropped to 11.5 percent. In Shanghai, the number 
of commercial workers amounts to only 6 percent of the municipal popula- 
tion, and that of Beijing is only 3 percent. These numbers are far from 
adequate for serving the customers. 


(3) The serious contradiction and strained relations between industry 

and commerce. The plans for light industry and commercial procurements 

are separately passed down to the lower levels and are not coordinated. 

For example, the samll 8-watt fluorescent tubes produced by the Nanjing 

No 2 Lightbulb are included in the provincial production plan. The 
quality is good and people like them. In 1978 200,000 tubes were produced, 
but the commercial departments agreed to procure only 130,000 of them. 








in 19/9 the procurement of enamel washbasins, aluminum pans, sewing 
machines, clocks, watches, photofilm, picture printing paper, and 
matches was all below the production plan. For some plants, the 
products required by the commercial departments account for only 

40 percent pf their productive capacity. Some adjustments have been 
made, but the results are still uneatiafactory. In 1979 the plan called 
for an increase in light and textile products of 8.3 percent. However, 
in the first half year, light and textile products even decreased by 
4./ percent. The causes were, first, an inadequate supply of fuel, 
electric power, and raw and semifinished materials, caused by the 
failure to cut down expenditures on these items in heavy industry the 
way they should be cut; and, second, a lack of coordination between 
industry and commerce, with the result that the channels of commodity 
circ. lation were blocked, goods could not find their way to the market, 
and production was hindered. 


(4) The serious dislocation between production and marketing because 
production was not based on demand. While there was a scarcity of 
products required for production and daily living, some temporarily 
unwanted products were blindly produced in huge quantities. Therefore 
there was a serious shortage of commodities to meet social purchase 
(demand }, and yet there was an alarming oversupply of unwanted goods 
throughout the country. Even now, the stockpiling of rolled steel and 
electrical apoliances continues unabated. Some people may ask: Since 
rolled steel and electrical appliances are useful commodities, would 
anyone complain about having too many? However, productive forces can 
be real only when they can truly play their role in production. If 
commodities are produced only to be kept in the warehouses because of 
their poor quality and their failure to match specifications or variety, 
is this not a serious waste of the funds so laboriously accumulated by 
the people? While this deplorable situation certainly has something to 
do with the system of management, it still cannot be denied that the 
mistaken idea of overall equilibrium in stressing production and slighting 
exchange is one of the causes. 


Experience tells us that an overall equilibrium must include balances 
among the four sectors of social production--namely, production, distri- 
bution, exchange, and consumption--instead of a balance within the 
production departments themselves. A narrow overall equilibrium cannot 
bring about the proportionate and high-speed development of che national 
economy. * : : y, 

3 
II. Overall Equilibrium Should Mean a Balance Between Two Different 
Types of Production 


Engels said: “According to the materialistic concept, the determining 
factor in history is, in the final instance, the production and reproduc- 
tion of immediate life. This, again, is of a twofold character. On 








the one side, the production of the means of subsistence, of food, 
clothing, and shelter and the tools necessary for that production; on 

the other side, the production of human beings themselves, the propaga- 
tion of the species."5 There is an innate relationship between these 

two types of production, each of which has ite own laws of motion. The 
development of material production and the means of labor determine the 
neec for the quantity and quality of labor, and the increase in population 
can either speed up or delay the development of social production. There 
is an objective ratio between these two types of production, and the 
relationship between them is controlled by the economic laws determined 

by the mode of social production. In a capitalist society, the means of 
production are owned by the capitalists, and the motive and atm of 
capttalist production are to make maximum profits and to amass great 
fortunes. The population of the workers is regulated by capital according 
to ite need for exploitation. Labor power is needed for production and 
reproduction in capitalism as long as there are profits to be made. 
Therefore, in a capitalist society, both the production of material 

things and the production of human beings, or the relationship between 

the two, are spontaneously regulated by the law of surplus value. 


In a socialist society, because of the system of public ownership of the 
means of production, there has been a fundamental change in the aim of 
production, and the relationship between these two types of production is 
controlled by basic socialist economic laws and the laws for the planned 
and proportionate development of the national economy. Speaking of the 
basic socialist economic laws, Stalin said: "Maximum satisfaction of the 
constantly rising material and cultural requirements of the whole of 
society is the aim of socialist production; continuous expansion and 
perfection of socialist production on the basis of . or techniques 
constitute the means for the achievement of the aim."®© According to the 
viewpoint that social production is divided into two types, the "con- 
stantly rising ma*erial and cultural requirements of the whole society" 
here refers mainly to "man and his needs--that is, the satisfaction of 
his material and cultural requirements" /--which can be interpreted as 

the production cf human beings themselves, while "the continuous 
expansion and perfection of socialist production on the basis of higher 
techniques" can be interpreted as production of the means of production. 
The relationship between these two types of production, controlled by 
basic socialist economic laws, is given a new qualitative definition 
which is entirely different from that of a capitalist society: the aim 
of material production is to satisfy the needs of production and repro- 
duction of human beings. The people's material and cultural requirements, 
including individual consumption (such as clothing, food, housing, travel, 
and utilities, and collective consumption (such as culture, education, 
medical treatment, public health, social security, and so forth). The 
content and quantity of individual and collective consumption are not 
determined only by the total population. They are also determined by 











people's ages, sex, nationalities, and living habits. The requirements 
for young people and children are different from thone of middle= and 
Old-age persons. Also, different nationalities have different vequir: 
ments. Therefore, according to the requirements of the basic socialist 
economic laws, the plan for the production of the means of subsistence 
should be commensurate with the size of the population, the increase in 
the population, and the sex, age, and national composition of the popula- 
tion. At the same time, the socialist economy, built on the foundation 
of public ownership of the means of productior, ‘8 a planned economy, and 
the increase of the two types of products are according to plan. Human 
beings stand for the unity of both production and consumption. As 
producers, (that is, able bodies or people of labor age) people are the 
main component of production and play the decisive role in productive 
forces. As consumers, they need the means of subsistence, and this 


applies not only to those who can work, but to all Therefore, 

as either producers or consumers, they are close]. ind . .erently related 

to the development of the means of subsistence. erefore, it is necessary: 
(1) that the increase of population be adequate . -. the demanas of 


the development of production for labor power, and at the same time not 
be so fast as to hinder the rise of the rates of accumulation of funds 
and labor productivity; (2) that the production of the means of sub- 
sistence be enough to support the existing population and to gradually 
improve the people's Living conditions; (3) that the production of the 
means of production be sufficient to equip the existing labor force so 
as to insure full employment and expanded reproduction; and (4) that 
material production enable scientific research and education to occupy a 
suitable position in the economy, so that the workers can be trained and 
helped to attain higher scientific, cultural, and technological standards 
commensurate with the requirements of the four modernizations. Therefore, 
overail equilibrium should include a balance between these two types of 
production. This is the objective demand of the basic economic laws of 
socialism and the laws for the planned and proportionate development of 
the national economy. If production is planned only for materials but 
not for human beings, then the national economic plan is not sound and 
there cannot be overall equilibrium. For many years, because of our 
inadequate knowledge, or our total ignorance, of the balance between the 
two different types of production, we failed to include population 
increase in our national economic plan or to adopt effective measures 

for its control, with the result that the population was for a long time 
left to multiply blindly. The excessive rate of population increase and 
the imbalance brought serious problems in accumulation and funds, labor 
employment, improvement in the living conditions, and attempts to raise 
the people's scientific and cultural standards. This was against objec- 
tive economic laws and delayed the development of the national economy. 
If strict control is not exercised, it will certainly hinder the progress 
of the four modernizations. 











(oefede Stalin sald! “Ae for economic planning, it can achieve positive 
reaulte only if twe conditions are observed: (a) if it correctly reflects 
the requifemente of the law of balanced development of the national 
economy, and (b) if it conforms in every way to the requirements of the 
basic economic laws of socialien."® in order that the national economic 
plan ean “correctly reflect” and “conform in every way” to the demand of 
the.« two laws, it is feceseary te achieve a balance between these two 
types of production, and te use thie plan te guide the national economy 

so that “it can achieve positive resuits,” 


Comrade Mao Zedong said: “In drawing up plans, handling affaires, or 
thinking over probleme, we @uet proceed from the fact that China has a 
population of 600 aililion, and we guest never forget thie fact..... 
Whatever the problem=-whether it concerns food, natural calamities, 
employment, education...we @ust always proceed from the standpoint of 
overall consideration that embraces the whole people, and we gust make 
the proper arrangements.””’ Thies not only tells us that we aust give 
“overall consideration” to the two different types of production, but 
also points out that in planning (ineluding national economic planning, 
of course), we gust proceed from the standpoint of population and “make 
proper arrangements” for production, Livelihood, employment, and educa- 
tion. This should be 4 guiding principle for us in planning for an 
overall equilibriua. 


The two questions of overall equilibrium sentioned above are ciosely 
related. One of them is an analysis of the process of social reproduction 
in 4 vertical way, and the other is analysis of the same process in a4 
horisontal way. The overal! equilibrium of the process of social repro- 
duction ise an organic unity of the balance among production, distribution, 
exchange, and consumption and the balance between the two types of pro- 
duction. Proceeding from the standpoint of the overall equilibrium of 

the process of secial production, the order of arrangement, according to 
the national economic plan, is: determination of consumption according 
to the population; dete: mination of production according to consumption; 
and determination of the production of the means of production according 
to the production of the means of subsistence, with full attention to 
exchange and distribution as the intermediate link. Production should 
come first and capital construction later, and the scope of accumulation 
and of capital construction should be based on the development of produc- 
tion and the gradual improvement of the people's livelihood. The plan 

for population control should be based on the requirements of the 
development of production and capital construction. The formula is as 
follows: 
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Plan ) 
Popula= )  Consump- Production. Population 
tion Plan) tion Plan) Pian [*] Plan 
J 
Distribu-) 
tion Plan) 
Capital 
Construction 
Plan 


[* ineludes plans for production of both means of production and means 
of subsistence} 


Is this not 4 cycle’? It looks like it, although actually it is not, 
because each process does not return to its starting point. On the 
other hand, it is 4 series of rising spirals. This is the universal 

law for the cycle of development of ail things. It reflects the dia- 
lectical relationship between the four sectors of the general process of 
social production. 


But where is the starting point of this cycle? As shown in the formula, 
the starting point is the satisfaction of people's needs for consumption, 
which is aleo the aim of all economic activities and is determined by 
the basic socialist economic laws. 


if each one of them determines the next in order, is this not 4 violation 
of the principle that production should determine distribution, exchange, 
and consumption? This question is based on confusion of two problems 
which are related and yet differ from each other. The formula shows only 
the order of planning, but not the positions of production, distribution, 
exchange, and consumption in the process of social reproduction. This 
formula is theoretically based on the basic Marxist principle of the 
dialectical relationship between the four sectors of the general process 
of social reproduction. According to the Marxist viewpoint on the 
identity of production and consumption, production and consumption affect 
each other and serve as each other's medium. Marx said: “If it is 
evident that, externally, production supplies the object of consumption, 
it is equally evident that consumption posite the object of production 

a8 4 concept, an internal image, 4 need, 4 motive, a purpose. Consumption 
furnishes the object of production in a form that is still subjective. 
There is no production without a need, but consumption re-creates the 
need.” Production is never an end in iteelf. If we produce only for 
the sake of production, » good economic effects can result. Furthermore, 
the plan for people's consumption is based on the level of production 

and the distribution of national income each year. Therefore, the above 














formula does not violate the basic Marxist principle of dialectical 
relationship between the four sectors of the general process of social 
reproduction, Tt is a practical application of this theory on the 
method of planning. 


The people's need for consumption is unlimited, and the substance and 
quantity of these neede change constantly. What should be the basis 

of planning for consumption? Engels had an idea concerning the planned 
equilibrium for the future soctety. He said: “In a communist society, 
it will be easy to be informed about both production and comsumption. 
Since we know how much the average person will need, it will be easy to 
calculate how @uch is needed for a given number of individuals.” “The 
average consumption will change only in proportion to the increase in 
population; therefore, it is easy to see at the appropriate time and 
determine iv advance what amount of each particular article the people 
will need. What Engels envisaged was a communist society of “from 
each according to his ability and to each according to his need,” while 
our socialist economy is still one of commodity economy. Therefore, with 
the exception of those peasants who are carrying on self-sufficient 
production, the people's need for consumption can only be the need for 
the means of payment. The social purchasing power embodied in the 
currency issued (including the total amounts of wages for workers and 
staff membere, the various forme of rewards, allowances, enterprise funds, 
above-quota profit to be retained, the peasants’ share of distribution in 
collectives in the form of cash, and the various expenses for culture, 
education, public health, social security, and other special needs) is 
the plan of consumption expressed in the form of value, while consumption 
in the form of material objects should be determined according to market 
demands and the limite of productive capacity. The balance between 
production and consumption can be preserved through the use of the law of 
value and market regulation. 


To produce according to the above formula, or according to people's 
consumption requirements, will insure the improvement of people's living 
conditions on the basis of developed production and will fully display 

the superiority of the socialist system, It will induce the millions 
upon millions of people to be more concerned with socialist construction 
because of the material benefits, and it will help to readjust more 
rapidly the ratio between accumulation and consumption, as well as to 
avoid another imbalance. It will also convince the production departments 
that the aim of production is to satisfy people's consumption requirements, 
thus they can better coordinate production with demand, instead of being 
concerned with the development of their own departments in isolation. 

Thies will reduce the likelihood of acting blindly and will help maintain 
a balance between the two major categories of social production. From 
the average consumption, we can more easily detect any sign of excessively 
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rapid of slow population growth and take appropriate action to control 

of slow population growth and take appropriate action to control or to 
encourage it, This will be helpful to the accumulation of funds, labor 
employment, and labor training, and it will preserve the balance between 
the two different types of production, In this way the national economic 
development will be faster instead of slower, 
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NATTONAL BCONOMIC POLICY 


GHANGE IN POPULATION GROWTH, ECONOMIC DEVELOPMENT RATIO URGED 
Beijing RENMIN RIBAO 31 Mar 80 p 5 


[Article by Wu Cangping [6762 3318 5493]: "Make a Serious Effort To 
Readjust the Ratio Between Population Growth and Economic Development" | 


[Text] The ratio between population growth and economic development is an 
important proportional relationship. In society prior to socialism, this 
proportional relationship was achieved spontaneously. A socialist society 
requires that a rational proportional relationship between population 
growth and economic development be maintained on a constant and self- 
conscious basis. However, for many years we have neglected this basic 
proportional relationship in theory and in practice. 


Since 1953, there has been a 2\ year period during which our nation's 
economic plans have not included a plan for population growth, our leading 
organs for a long time not having placed the problem of the ratio between 
population growth and economic development on their agendas. Our nation 
has the largest population of any nation on earth. However, for the more 
than 20 years since the liberation there has been no specialized population 
research organization. Political economists as well never regarded the 
necessity that population growth be adapted to econamic development as an 
important problem, confining themselves to criticizing Malthusianism 
during the period of primitive capital accumulation and passing over the 
area of population. Por a relatively long period of time, there were no 
discussions of the population problem in academic circles, and, in dis- 
cussions of economic problems, the population factor was often “abstracted.” 


In the some first 20 years after the liberation, no control was exercised 
over the natural growth of the population, with the number of persons born 
amounting to about 650 million individuals. Por 20 years, more than 20 
million persons were born. During this period, there were 10 years in 
which births exceeded 25 million persons. As the result, there was an 
annual average population increase of two percent, with increases of 2.5 
percent in many years. This was higher than the average world population 
growth rate, with the result that the proportion of our nation's population 
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to the world ulation has inereased from one-fifth at the first of the 
liberation to ..e-fourth at present. Purther, because of deficiencies and 
errors in economic work, and particularly because of the interference and 
Sabotage of Lin Biae and the “gang of four,” there was a severe imbalance 
of proportions in the national economy, the population increased even 
faster and the imbalance in proportion as further aggravated so that the 
deve lopment of the national economy was seriously affected with many 
problems arising is such areas as labor employment, labor productivity, 
housing conditions, the level of consumption, market supply and demand, 
educational activities and even ecology and the environment, 


The excessive rapidity of the population increase aggravated the imbalance 
in the ratio between consumption and accumulation in the national economy, 
On the one hand, increase in accumulation in our nation was restricted, 
while on the other hand the effects of the high accumulation rate on the 
people's Livelihood. The population born in our nation since the liberation 
is about 650 million. On the baeris of calculatians by concerned Gepart- 
ments on the costs of rearing our population, 1.4 trillion yuan has to 

be expended merely to raise these 650 million persons to the age of |6 

to become ordinary members of the labor force. If the number of persons 
born after the liberation had been smaller by half, there could have been 
an increase in funds of 700 billion yuan. If half had been used in 
accumulation and half had been used in consumption, there could have been 
increases in accumulation funds and consumption funds of 10 billion 

yuan each year. 


The excessive rapidity of the population increase had its greatest effects 
on the increase in average national income per population. After the 
liberation, our national income increased about seven percent 4 year on the 
average. This can be said to be corparatively rapid. However, because of 
the very rapid average annual population increase, national income per 
person increased only somewhat over 4.1 times. If the population had only 
increased by one percent or had not increased at all, the average nationa! 
income per population in our nation today would be one and one-half to twice, 
the level we have now reached. 


The excessive rapidity of the population increase aggravated the imbalance 
in the ratio between increase in the labor force and increase in means of 
production, causing difficulties in employment of labor, a very low level 
of labor productivity and very small increases in the level of wages for 
staff and workers over a long period. 


Beginning in the latter period of the 1960's,there has been each year an 
average population of 20 million persons reaching working age that have had 
to be placed. At the end of 1957, there were only 24.3 million 

workers. However, by the end of 1979, there were 96 million, the number 
having doubled twice in 20 years with average annual increases of more than 
3 million. The rapidly increasing labor force was highly out of balance 
with the annual increases in the means of production, with the results that 
the level of technical equipment for each labor force was very low and that 
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it was very difficult to raise labor productivity. The average annual increase 
in labor productivity in our nation during the period of the first Five Year 
Plan reached 8.7 percent. However, beginning in the latter period of the 
19608, the increase in industriai labor productivity was slow, with almost 

no increases occurring in some years. This was highly related to the large 
number of persons born after the liberation who took part in labor. 


Our nation's labor force consists of an immense number of people. This 
deterines the fact that we cannot adopt the method of low wages and increased 
employment. As a result, the wage level cannot be increased over a long 
period of time. During the period of our nation's first Five Year Plan, the 
average annual increase in wages was 7.4 percent. The average annual wage 

for workers in 1957 was 637 yuan. By 1979, the average wage for workers 

under the system of natipnal ownership by the people was only 644 yuan. This 
was an increase of only 7 yuan over a yet of 21 years. This was nighly 
related to the massive increase in the number of new workers. The con- 
sequences of the excessively rapid population growth were inevitably reflected 
in wages. 


Grains account for a very great proportion of the diet of our nation's 
citizens. However, the level of grain consumption has for a long time been 
limited by the population growth. In the twenty years before the smashing 
of the “gang of four,” average grain (consumption) per population fluctuated 
for a long time around 600 jin. That is to say, almost all of the grain 
increase was used by the incr@ased population. In order to solve the grain 
problem, forests were destroyed and wasteland was opened up, lakes were 
filled in to make fields and the area planted in economic crops was decreased. 
This not only destroyed the internal proportional relationships in agri- 
culture, but, because of the decrease in supplies for the light textile 
industries, it also aggravated the imbalance in the ratio between agricul- 
tural priorities and destroyed ecological equilibrium. 


After the liberation, there were great achievements in the development of the 
light textile industry in our nation. Nevertheless, it has not been possible 
to keep up with the continuously increasing demands of the people's liveli- 
hood. This contradiction was further aggravated by the population increase. 
Our nation is the world's largest producer of cotton, with the volume of 
production in 1978 exceeding 10 billion meters. the rapid increase in 
the population has resulted in there having been no increases in the cotton 
supply ration over the past 10 years. In 1978, 7.43 million 

bicycles were produced. Even so, market supply was extremely tight. Similar 
situations occurred for many Light industrial products. On the basis of 
national statistics on 1990 cities for 1977, the average living space per 
person was only 3.6 square meters, a decrease of close to one square meter 
as compared to the 4.5 square meters at the outset of the liberation. Since 
the 1960s, and particularly since the 19708, housing has been in short 
supply. To a great extent, this reflects the difficulty that the excess 
population born after the liberation has created in respect to our solving 

of the housing problem. 


At present, the proportional relationship between population growth and 
economic development in our nation is severely out of balance, a fact that 
has been acknowledged by an every increasing number of people. However, 
there is still an insufficient understanding of the degree of the severity 
of this imbalance. 


First, there has been an average annual population increase in our nation 
in the 30 years since the liberation of two percent. This rate is not only 
more than double that in advanced nations and double that in Old China but 
it is also higher than the average rate of population increase for the 
world during the same period. (Since 1975, the rate of population increase 
in our nation has been lower than the world rate of population increase.) 


Second, the high birth .ate in our nation after the liberation was maintained 
for too long a time. Although there was a “baby boom” in many advanced 
nations after the Second World War, it was of a compensatory character and 

of short duration, subsiding in three to five years. In Japan, there was a 
baby boom in the initial period after the war, with a birth rate of about 

two percent during the period of the boom. However, the level was higher 

than two percent for only 2 years, with a rapid linear decrease beginning 

in 1949, The consequences of these three to five year baby booms were felt 
into the 1970's, THe high birth rate and the high rate of population increase 
in our nation continued in actuality for more than 20 years. The most serious 
aspect of this that the first generation produced by the boom in births after 
the liberation has already produced a second generation, with almost no period 
of intervening low growth having occurred in the interim. Since the 1970's. 
[the policy of] “late, sparse and few” had been promoted. Nevertheless, the 
number of persons born in one year is still about 18 million. The persistence 
of this high birth rate in our nation since the liberation has in actuality 
not only given rise to a double peak of births in the population and has also 
resulted in the formation of a double “plateau of population growth.” 


Third, the consequences of the imbalance in the ratio between population 
growth and economic development in our nation have been manifested not only 

in such economic problems as food supply and employment but has also had its 
effects on such social, political and educational problems as social stability 
and unity. the education of young people, the socialization of housework and 
even ecology and the environment. 


Fourth, it will be very difficult to readjust this imbalance in the ratio all 
at once. At the least, it will take two generations before a turn for the 
better can be achieved. 


As the circumstances described in the foregoing text indicate, the imbalance 
in ratios in our national economy without doubt has its causes in economic 
work. However, the excessively rapid population growth has also certainly 
aggravated the severity of the imbalance in the ratio. The ratio of 
population growth to economic development is an extremely important ratio in 
economic life. In order to readjust the proportional relationship in the 
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imbalance of the national economy, it will be necessary to expend great effort 
in r@adjusting the proportional relationship between population xrowth md 
economic development, If this is not done, it will not be possible to bring 
about an effective solution of the problem of the severe imbalance of ratios 
in the national economy and it will also not be possible to consolidate and 
readjust the achievements of the national economy. To speak of national 
income, average national income per individual in our nation at present is 
lower than 120th place in the world. If national income after the readjust- 
ment can be increased to the rate during the period of the Airst Five Year 
Plan and of the natural rate of increase in population can be controlled to 
less than 5/1000, then average national income per person can rise to 1000 

US dollars by the end of the century. On the other hand, if the natural 

rate of population increase continues to grow at the past rates of two to 2.5 
percent, there can be no very great change in the impoverislie’ and backward 
character of our nation. This fact indicates that we must seize upon contro!) 
of population grwoth as a matter of prime importance in the readjustment of 
our national economy. We must make a great effort in advocating one child 
per couple so that we can bring our nation's natural rate of population 
growth down to zero by the end of this century. 
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NATLONAL ECONOMIC POLICY 


DEBATES ON DEFINITION OF PRODUCTIVE FORCES RENEWED 


Beijing JINGJI YANJIU [ECONOMIC RESEARCH) in Chinese No 1, 20 Jan 80 
pp 28-37 


[Article by Sun Yefang [0702 2973 4845]: "Debates on Questions of 
Productive Forces and Their Definition" ] 


[Text] This article has been included in the fourth section of the Intro- 
duction to my book (first draft) "On Socialist Economy," which | am now 
writing. It mainly reviews and comments on the debates in our economic 
circles concerningf{the definition of productive forces, and expounds my 
views on the definition. It must be pointed out in particular here that 

I disagree with Stalin's two-factor theory on productive forces, because 

I advocate the three-factor theory. In my opinion, the three-factor theory 
is the Marxist viewpoint. At present, the problems with raw materials used 
for economic construction in our country are very acute. In many cases, 
because of the poor quality of raw materials, the incomplete variety and 
small assortment of specifications, as well as the irrational system of 
supply of materials, the speed of development is much affected. The two- 
factor theory on productive forces hampers the study of productive forces 
in economics. Therefore, the controversy between the two-factor and the 
three-factor theories is a very important issue, and not one merely of 
concept. 


My views expressed in this article have been heard in academic reports in 
many places and units. I will now publish the relevant sections of the 
Introduction for discussion by academic circles, and I hope to receive 
comments from various quarters. 


I. What Are Productive Forces? 


In Marxist classical works, “productive forces" as a “term” or “technical 
term" has two meanings. The first refers to the level of production and 
production efficiency. It has the same meaning as “labor productivity.” 
In this case, it is used in the singular in German as well in as other 
Western languages. The second refers to mony factors of productive forces. 
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In this case, the term is used in the plural in German, which is the 
original version, ae well as other Western languages. These two are 
indistinguishable. 


For the first 15 years after liberation, there were three debates in 
eco,omic circles over the question of productive forces: 


The first debate, which took place in the early postliberation period, 
was about whether productive forces consist of two factors (labor force 
and instruments of production) or three factors (labor force, instruments 
of production, and objects of production). 


The second debate took place around 1958, and it was about whether the 
factors of productive forces could be divided into personal and objective 
factors, and whether the interrelations between personal and objective 
factors should form a subject matter in the study of political economy. 


The third debate lasted from June 1959 to the end of 1960; the subjects 

of the debate were whether there are internal contradictions in productive 
forces; whether productive forces can “propagate” themselves; and whether 
the development of productive forces depends entirely on the countereffects 
of the relations of production. 


Below are my views on the definition of productive forces based on my 
comments on these three debates. 





Il. On the First Debate on the Definition of Productive Forces--the 
Debate over the Question of Three-Factor or Two-Factor Theories of 
Productive Forces 


In Section 1 of Chapter 5, Vol 1 of "Das Kapital,” Marx said: “The basic 
factors of the labor process are the personal activity of man, that is, 
the work itself, the objects in that work, and its instruments."! It is 
my opinion that what Marx said about the “elementary factors of the 

labor process" refer to the elementary factors of productive forces, 
because regardless of its reference to the level of production or labor 
productivity, productive forces are the result of the labor process. The 
factor of productive forces becomes a factor of the labor process. There- 
fore, according to this description by Marx, we should agree that pro- 
ductive forces consist of three factors: first, labor or labor power; 
second, the object being worked on; and third, the means of labor, which 
is also the instruments of labor. 


The three factors of productive forces are based on what is said by the 
founder of Marxist political economy in his most authoritative work, 
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"Das Kapital,” Marx's words entirely correspond with the objective 
truth, as | will attempt to prove below. Logically, there should be no 
more debate on the point that productive forces are formed of three 
factors, according to the so-called three-factor theory. In the early 
postliberation period, however, there were not only debates over the 
question of two-factor or three-factor theory, but also the accusation 
that the three-factor viewpoint was "anti-Marxist." This debate was 
stirred up by Stalin's book "History of the Communist Party of the 
Soviet Union (Short Course)," published in the 1930's. Section 2 of 
Chapter 4 of this book, entitled, "Dialectical and Historical Materialism," 
contains an explanation of the factors of productive forces. It says: 
"The instruments of production wherewith material values are produced, 
the people who operate the instruments of production and carry on the 
production of material values, thanks to a certain production experience 
and labor skill--all these elements jointly constitute the productive 
forces of society." Apparently, Stalin did not agree with the three- 
factor theory. In his opinion, there are only two factors in productive 
forces: first, labor power; and second, the instruments of labor. 


Why did Stalin exclude the objects of the labor--raw materials--from 

the factors of productive forces? In a subsequent work, he gave his 
explanation: "When Marxists speak of the production of means of produc- 
tion, what they primarily have in mind is production of the implements 
of production, what Marx calls ‘the instruments of labor, those of a 
mechanical nature, which, taken as a whole, we may call the bone and 
muscle of production, which constitute the ‘characteristics of a given 
period of production.’ To equate a part of the means of production (raw 
materials) with the means of production, including the implements of 
production, is to sin against Marxism, because Marxism considers that 
the implements of production play a decisive role compared with all 
other means of production. Everyone «nows that, by themselves, raw 
materials cannot produce implements o production, although certain 
kinds of raw materials are necessary for the production of implements of 
production, whereas no raw materials can be produced without implements 
of production."2 


In this passage, Stalin stressed the importance «. the instruments of 
labor, which is quite above reproach. However, it should be pointed out 
that in the defense of his two-factor theory, he did not carefully con- 
sider what Marx himself said. 


First, the person “to equate a part of the means of production (raw 
materials) with the means of production" was none other than Marx 
himself. We have already quoted what Marx said about the "basic factors 
of the labor process." Here he not only equated the objects of the 
labor (raw materials) with the instruments of labor, but also, according 
to the arranged order, placed the objects of the labor before the 
instruments of labor. He said: "The basic factors of the labor process 
are the personal activity of man, the objects in that work, and its 
instruments." 
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Secondly, Stalin stated that the sum total of the implements of Labor 

are what “constitute the characteristics of a given period of production." 
These words are correct in appearance, because it is true that the imple- 
ments of production are very important. We are quite familiar with this 
passage from Marx's work: "Relics of bygone instruments of labor possess 
the same importance for the investigation of extinct economic forme of 
society as do fossil bones for the determination of extinct species of 
animals. it is not the articles that are made but how they are made, 

and by what instruments, that enables us to distinguish different economic 
periods."3 For example, the age of handicraft tools, the age of the steam 
boiler, the age of electricity, and the present automatic age, the atomic 
age, and so forth--all are created by the transtormation of the instru- 
ments of labor themselves. However, the demarcations between the stone 
age, the bronze age and the iron age were not entirely like this. 

Besides the transformation of the instruments of labor, there remain the 
raw materials used in making the instruments of labor. When the second 
edition of "Das Kapital" was reprinted, Marx added some notes to the 
above passage. The notes say: “However little notice our written 
histories up to this time have paid to the development of material pro- 
duction, which is the basis of all social life and therefore of all real 
history, prehistoric times nevertheless have been classified in accord- 
ance with the results, not of so-called historical, but of materialistic 
investigations. These periods have been divided to correspond with the 
materials from which their implements and weapons were made--namely, into 
the stone, bronze, and iron ages."4 Observing the instruments of labor, 
namely the stone axe of the stone age, the bronze axe of the bronze age, 
and the iron axe of the iron age, as displayed in any historical museum, 
we can see little difference in their shape. However, although they are 
all axes, the materials they were made »f are different. Therefore, 
judging from the leap of productive forces in these three ages which 

made human history and hastened the transformation of human society from 
primitive communes to a slave society, and then from a slave society to 

a feudal society, we can see that raw materials serve as one of the 
important indicators of the transformation. 


Thirdly, Stalin said: "By themselves, raw materials cannot produce 
implements of production, while no raw materials can be produced without 
implements of production.” This argument is a lame one. Generally it is 
true that without the implements of production, no raw materials can be 
produced. (In fact, with their bare hands people can sow their seeds 

on the barren land to grow grain, cotton, or flax, which are raw materials.) 
However, without raw materials, it is impossible to produce any means of 
production. Without metal, we cannot make metal tools; without bronze, 
there would not have been the bronze age. Even Stalin himself had this 
to say: "Certain kinds of raw materials are necessary for the production 
of implements of production.” Then, why were raw materials excluded as 

a factor of productive forces? 
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The supporters of the two-factor theory in China backed the argument for 
the exclusion of raw materials as a factor of productive forces, saying 
that raw materials are created by Labor power and the instruments of 
production, that therefore all improvements in raw materials are the 
result of improvements of labor power and the instruments of production, 
and that raw materials are already included in the above two factors. 
Thus, in their opinion, in addition to labor power and the instruments 
of production, the listing of raw materials as the third factor is 
unnecessary. This explanation cannot be satisfactory, because the 
instruments of production are also created by labor power, and all the 
improvements of the instruments of production are the result of the 
improvement of labor power--such as the increase in the workers' 
scientific and technical knowledge and in their skills. According to 
the logic of the two-factor theory, labor power is productive force, and 
there should be no need to talk about the factors of productive forces. 


Recently some comrades still said: "There are three factors in the 
process of labor or production. However, productive forces are formed of 
two factors--namely, man and the instruments of production (or the means 
of labor); they do not include the objects of the labor. Similarly, the 
factors composing the fighting strength are different from the factors 
involved in fighting. Fighting strength is made up of men and weapons 
and does not include the enemy as the target.... In the factors involved 
in fighting, the enemy must be included as the target. Fighting cannot 
be complete until the target of fighting is included as a factor, but no 
fighting target is necessary for fighting strength. Similarly, objects 
of labor are necessary for production; otherwi:e, the composition of 
production cannot be complete. That is why there are three factors in 
production: namely, the person engaged in productive labor, or the 
producer; the instruments of production (the means of production); and 
the objects being worked on in the labor.... But for productive forces... 
there are only two factors--namely, the producer and the instruments of 
production.” The use of fighting strength and fighting co illustrate the 
difference between production and productive forces seems on the surface 
to favor the two-factor theory of proauctive forces, because how can the 
target of the fighting--the enemy--be included in fighting strength? 
However, if we will think more carefully, we will see that the use of 
war and fighting [as published ] as illustrations is precisely against 

the two-factor theory of productive forces and favorable to the three- 
factor theory. First, the target of the fighting is not only the enemy 
but also the enemy's position. More important still, as we all know, 
even granted that the opposing armies have the same number of men and 

the same amount of weapons (including political consciousness, physical 
conditions, and so forth), their fighting strength can still be different 
because of, first, the different fighting positions held; second, the 
experience, or lack of it, in actual fighting; third, their routine 
field exercises. In particular, whether or not their military maneuvers 
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ave been well conducted can largely affect the outcome of the battle, 
The enemy position te the target im the fighting, because a favorable 
fighting pesition can tip the balance of the fighting strength. 
Lapetience in actual combat means fighting strength gained from fighting 
real enemy forees, while routine drille and military maneuvers can 
inctease Fighting strength through experience in fighting imaginary 
enemy forces, If there are only men and weapons but no actual combat 
experience and no regular drille of maneuvers, these men with their 
weapons can only “play bit roles” instead of constituting any real 
fighting strength. len't this quite plain? Therefore, fighting strength 
cannot be gained without a target to be fought. For the same reason, 
without objects of labor, there can be no productive forces, 


There is still the question of natural conditions to be considered, 
because not all objects of labor are created by labor. Marx said: “The 
soll (and this, economically speaking, includes water) in ite virgin 
state, in which it supplies man with the necessities or the seans of 
subsistence ready at hand, exists independently of him and is the 
universal object of human labor. All those things which labor merely 
separates {rom igmediate connection with their environment are objects 
of labor spontaneously provided by nature. Such are the fish which we 
cateh and take from their element; water; the timber which we fell in 
the virgin forests; and ores which we extract from their veins. If, on 
the other hand, the objects of labor have, so tu speak, been filtered 
through previous labor, we call them raw materiale; such is the ore 
already extracted and ready for washing. All raw materials are objects 
of laber, but not all objects of labor are raw materials; they can only 
become go after they have undergone some alteration by seans of labor ."> 
Marx later added: “Apart from the degree of development, greater or 
emailer, in the form of social production, the productiveness of ‘abor 
is fettered by physical conditions. These are all related to the con- 
stitution of man himself (race and so forth), and to the surrounding 
nature. The external physical conditions fall into two large economic 
classes: natural wealth in terms of subsistence, that is, fruitful soil, 
water teeming with fish, and so forth; and natural wealth in the instru- 
mente of labor, such ae waterfalis, navigable rivers, wood, metal, coal, 
and eo forth. At the dawn of civilization, it is the first class that 
turns the scale; at 4 higher stage of development, it is the second.”6 
it is precisely because of this that there are different races. Even 
though they are all at the same stage of civilization, the difference in 
their natural environment has a decisive effect on their affluence or 
poverty. Ise the Chinese nation not proud of its huge area and abundant 
resources’ The huge area and abundant resources are the natural founda- 
tion provided by the objects of labor for the development of productive 
forces. The imperialist powers develop their own productive forces by 
plundering their colonies. Doesn't this gean that in addition to the 
colonies’ cheap labor power, they are also exploiting the rich natural 
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resources, of Objects of labor? In veiw of thie, how can it be claimed 
that the objects of labor do not constitute one of the factors of pro= 
ductive forces? 


in Marx's "Das Kapital” and Engele' “Conditions of the Working Clase in 
England,” as well as numerous other essays and reports, they devoted a 
iot of space to detailed deseriptions of how during the American Civil 
War, sany Buropean countries, especially the textile industry in England, 
were forced to use cotton from India and Egypt, because American cotton 
could not come to Burope. Because of the inferior quality of Indian and 
tayptian cotton, as shown by the larger amount of impurities, the shorter 
fibers, and the higher end=breaking rate, there were frequent suspensions 
of operation which impaired the labor force in the textile industry. 
Thus the textile workers were paid on a piecework basis, At that time, 
the wages for textile workers, particularly those of spinners, were 
generally reduced. Both Marx and Engels gave detailed accounts of these 
historical facts, which prove that the level of production is affected 
hot only by the two factors of labor power and instruments of production, 
but also by the objects of labor. In other words, there should be three, 
instead of two, factors in productive forces. 


The quality of the raw materials, as the objects of labor, can affect 
production in the same way that the fertility of the land, also the 
object of labor, affects production and brings about differences in rent. 
The claim that something which affects production cannot be « factor in 
productive forces is therefore unreasonable. 


However, we have to devote a lot of space to the description of the three 
factors of productive forces not only because, as mentioned above, it is 
a very important theoretical question of political economy and historical 
facts, but aleo because it is an important practical problem in our 
present national economic construction, or, without exaggeration, the 
problem of the future of human economic development. I want to mention 
here something about synthetics, particularly about the question of 
engineering plastics. 


At present, our scientific and technological documents are dealing with 
the question of a new industrial revolution. But what attracts people's 
attention (at least the attention of economists like us) is mainly the 
revolution in the instruments of labor, such as the appearance of atomic 
energy and the automatic control system with electronic computers. Yet 
little or no attention hes been paid to the revolution of the objects of 
labor. As facts have shown, the appearance of synthetics, particularly 
engineering plastics, really deserves to be called a revolution of the 
objects of labor, forming, in conjunction with atomic energy and the 
electronic computer controlled automation, an important aspect of the 
contemporary industrial revolution. 
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This question was brought to the fore by the outbreak of war in the 

Mi ldle Bast in 1973, when the international petroleum monopoly 
capitaliate deliberately played up the so-called “energy crisis” as 

an excuse for raising the price of petroleum, At that time, many 
fatureal sclentiste proved that even if all the petroleum, coal, and 
other natural fuel resources are exhausted, people can still make use 
of solar energy, hydropower, including tidal power, and atomic energy, 
which ate inexhaustible, Furthermore, the petroleum, natural gas, coal 
and other natural sources of fuel already discovered cannot be used up 
in our present generation or even in the next and the following genera- 
tions, 


Speaking of the far distant future, however, the earth, despite its 

large size, can have only limited mineral deposits. If, after the 
exhaustion of natural fuel resources, we can rely on solar energy and 
hydropower, which are inexhaustible ae long as the earth rotates, what 
material can we use to make the instruments of production when iron, 
copper, and other metal mines have been completely exploited’? Can we 

say that people can rely on the recovery of metal scrap to meet their 
daily increasing demand? When | was pondering thie question, the newe- 
paper gave me the anewer. According to 4 XINHUA news item, the dura- 
bility of plastic geare has surpassed that of steel gears. At that 

time, | was deprived of my personal liberty by Chen Boda, the “gang of 
four,” and that adviser, and could not pursue this question any further. 
| had the opportunity to keep up with some technical data on chemistry 
with the help of several young chemists only after I regained my freedon. 
These data helped me not only to solve the problem of the material to be 
used for making equipment to meet the ever-increasing demand for expanded 
reproduction, but also to further affirm the three-factor theory of pro- 
ductive forces. As I now understand, the use of synthetics as a replace- 
ment for metal, instead of being a future prospect, is already reality. 
The book “Looking Forward to the World in 2000," written by Hagen 
Bernhaver and Ernest Smark, saye: “Por over a century, ferrous metal, 
the basic structural material, has served as the main index of industrial 
development in a given country, and the tonnage of steel has been 4 yard- 
stick of its economic power. Today, however, ferrous metal has for- 
feited ite dominant position, and steel is no longer the indisputabie 
and sole structural material reflecting the level of industrial develop- 
ment.... The demand for ferrous metal has been reduced. By 1995, more 
than 50 percent of the steel plates and rolled steel will be replaced by 
plastics.” 


The above data aleo answered another question: Speaking of aggregate 
production, why is the Soviet Union far behind the United States as it 
hase admitted, although its steel production is already above that of the 
United States’? In 1978, U.S. steel production was only 126.5 millior 
tons, while the Soviet figure had already reached 151.5 million tons. 
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This, however, by no means shows higher Soviet production and techno- 
logical levels; quite to the contrary, this shows the Soviet Union's 
relative backwardness, because ite production of engineering plastics 
(which has the characteristics of metal and can be used to replace 
steel and other metals) is far below that of the United States. The 
vutput of synthetics in the United States was 12.53 million tons in 
1973, 12.33 million tone in 1974, and 11 million tons in 1975; while 
Soviet output was only 2.5 million tons in 1974 and 2.8 million tons 

in 1975. Each ton of synthetics can replace 6 tons of rolled steel; so 
an average annual output of 12 million tone of synthetics in the 

United States can replace 70 million tons of rolled steel. If this is 
added to U.S. steel output, the United States can then, in effect, have 
a total of 200 million tone of steel annually. By the same calculation, 
the Soviet Union can have only 170 million tons. Therefore, the 

United States is still ahead of the Soviet Union. 


By now, | am still not through with the question of the revolution of 
the objects of labor. At present, petroleum, natural gases, and coal 
are still used as raw materials for the production of plastics or 
synthetics. In other words, mineral deposits can still be exhausted 
this way. What will we do when these raw materials, too, are exhausted’ 
Many natural ecientiets have tentatively answered thie question. For 
instance, in his presidential address entitled "Chemistry and the New 
Industrial Revolution,” delivered at the 1976 annual meeting of the 
British Chemical Society, Robinson, chairman of the British Society of 
Environmental Science and Engineering, proposed two ways to replace 
petroleum, natural gas, coal and other alkane or hydrocarbon compounds: 
For some cases, one of the ways is to substitute inorganic for organic 
materials. These inorganic materials also have the advantage of thermo- 
stability and not being subject to fluoridization. If they are used 

in construction and the manufacture of furniture and means of trarsporta- 
tion, the fire hazard is much less, compared with organic materials. 

But there is a weakness in inorganic materials, which is that they are 
too brittle. Natural scientists are now attempting to solve this problem. 
The other way is to produce lignin through the direct use of some 
microbial enzyme and solar energy, and the use of lignin as raw material 
in the production of synthetics. The amount of solar energy during the 
sun's contact with Earth is 120 times the total of known gas and petro- 
leum, and [solar energy] does not create any problem of pollution? 





It is true that these two ways of replacing alkane or hydrocarbon com- 
pounds are still only in the visionary stage among natural scientists. 

They are still experimenting and waiting for a breakthrough. Nevertheless, 
the issue has been raised, and raising an issue in a correct way means 

that it has been half solved. If the required breakthrough is made, 

then a complete revolution of the subject of labor will become reality. 

In his presidential address, Mr Robinson called on not only the chemists 











but also the biologists, physicists, engineers, and economists to cooper= 
ate in making a scientific breakthrough on the question of the objects of 
labor, For us economists, the first task is to stress the important role 
of the object of labor on the revolution of productive forces, instead of 
Stalin's two-factor theory. 


Ill. On the Second Debate on the Definition of Productive Forces-——Does 
the Relationship between Personal and Objective Factors Constitute a 
Subject in the Study of Political Economy? 


The three factors of productive forces, proceeding from the standpoint of 
developing the role of human dynamics on production, can also be divided 
into two major classes, or personal and objective factors. The labor 
force is a dynamic factor, while the instruments of production and the 
objects of labor are passive objective factors. 


From the standpoint of the relationship between the relations of produc- 
tion and productive forces, the relations of production are a personal 
factor, while the productive forces (in the sense of level of production 
and level of material wealth) are an objective factor. 


From the standpoint of funds and capital, Marx used C to stand for the 
means of production, which is an objective factor, and V to stand for 
wages, which is a personal factor. 


In the course of either the revolutionary war or economic construction, 
Comrade Mao Zedong invariably stressed man's subjective in ciative and 
opposed the theory that weapons decide everything and the iweas of "big" 
and “foreign.” These thoughts of Comrade Mao Zedong are the dialectical 
materialistic thoughts of the revolutionary class. In the First Five- 
Year Plan, he put forward the policies of walking on two legs and three 
simultaneous upholdings, the main idea of which was to develop the 
activiem and dynamic role of the personal factor. Therefore, it was 
consistent with Marxist dialectical materialism. In 1958, when a 
symposium was held by the economic circ es in Beijing to mark the first 
anniversary of the publication of "On the Correct Handling of Contra- 
dictions Among the People,” I made a speech entitled “To Understand 
Economics, We Must Study Philosophy--On What I Have Learned from a 
Restudy of Comrade Mao Zedong's ‘On the Correct Handling of Contradic- 
tions Among the People.'" 1 proposed that economists should do a good 
job in propagating the party's whole set of policies on walking on two 
legs, and should conscientiously study the relationship between 
“personal” and “objective” factors in socialist economic construction. 


On that occasion, a comrade raised a question. He said that since, 
according to Marx, political economy is concerned with the relationship 
among people, how could I ask economists to study the relationship 
between people and things? 
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| wae very grateful to this comrade, because in my speech 1 had not 
thought of finding a way to connect the different approaches and to 
explain such a connection. In 1964, the editorial department of a 
certain journal asked me to submit a contribution. I therefore planned 
to revise the text of that speech and to add some explanatory notes 
before contributing it for publication. I never thought that I would be 
wverely condemned for firmly adhering to an anti-Marxist view. 


is the study of the personal and the objective factors in productive 
forces anti-Marxist’? Let us ask Marx himself! 


Marx said: “By means of Why the transformation of money-capital into 
productive capital, the capitalist effects the combination of /the 
objective and personal factors of production/ [in italics) as far as 
they consist of commodities." 


Marx also said: “Whatever the social form of production, the workers 
and the means of production always remain factors of it. But in a state 
of separation from each other, either of these factors can only potenti- 
ally be such. For production to go on at all, they must unite. /The 
specific manner in which this union is accomplished distinguishes the 
different economic periods of the structure of society from one 
another./" [in italics] 


The emphasis marks in the above quotations are added by the author. 

From this, we can see that the use of the personal and objective factors 
approach in production (which refers to productive forces) are exactly 
what Marx himself used. Furthermore, Marx even held that it was only 
the different forms and methods of the combination of the personal and 
objective factors in production that accounted for the different social 
structures and social forms. 


Marxist political economy (political economy in a broader sense) has 
told us that in the course of human history, or in the various different 
forms of society which still exist, the forms of the combination of per- 
sonal and objective factors in production are quite different. In other 
words, the forms and methods of the combination of workers and means of 
production are quite different. 


In the age of primitive communes, the workers were both the producers 
and the users of their own primitive tools (made of stone), and in the 
course of collective labor they were combined with their crude tools. 


In the slave society, the slaves allowed themselves to be converted into 
what the slaveowners called a kind of “talking tools.” Not until then 
could they be combined with the means of production owned by the slave- 
owners. 
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Under the system of feudal serfdom, the serfs became attached to the 
land and partially lost their personal freedom. Not until after they 
had served their terms as corvees and had paid their tribute or taxes 
could they be combined with the land which served as their means of 
production, 


The peasants in feudal society had to pay heavy land taxes before they 
could be combined with the land belonging to the landlords; the land- 
holding peasants had to pay rent with the money, which could be used to 
finance agricultural production, before they could acquire a small piece 
of land. 


In a capitalist society, the workers must on the one hand have personal 
freedom and on the other hand convert their labor power into commodities 
to be sold to the capitalists before they can be combined with the means 
of production. 


In a socialist society, the laborers are the social masters, and can be 
combined with the public means of production through rational assignments 
by the government labor departments, trade unions, or production teams. 


This proves that in order to understand different social forms, we must 
study the personal and objective factors and the forms of their combina- 
tion in the process of production. The socialist society should con- 
sciously improve the forms and methods of this combination in order to 
promote production. 


Therefore, it is wrong to say that it would be anti-Marxist to study the 
relationship between the personal and objective factors of productive 
power. The practice of indiscriminately affixing political labels and 
accusing people of being anti-Marxist only by referring to certain 
definitions or dogma in textbooks or in Marxist political economy must 
be resolutely eliminated. 


Then are Marx's view on the personal and objective factors in harmony 
with or contradictory to his own theories on the mutual relationship 

among people in the course of social production, in the study of political 
economy? 


They are entirely in harmony, and there is not the slightest contradic- 
tion. 


First, our reference t- Engels’ work above has clearly illustrated this 
point. Although “economics is not concerned with things but with 
relations between persons, and in the final analysis between classes; 
these relations, however, are always bound to things and appear as 
things."!0 Just as I have explained the passage in Engels’ work, the 
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relationship between persons refers to the mutual relations of material 
wealth in the course of production, which are economic relations. However, 
these relations cannot be separated from things under any circumstances, 
Any discussion of economics that leaves out the process of production of 
material wealth will be purely idle talk. 


Secondly, as to the combination of persons and things in the study of 
economics, the things referred to here do not mean ordinary natural 
things, but the products of labor, or those natural things which have 

been exploited or regulated and then owned by persons through their labor 
(such as land). These things obviously represent labor expended in the 
past. Therefore, the combination of persons and things we now speak of 
refers to the combination of living labor and materialized labor (or Labor 
expended in the past), or the relationship between consumption and accumu- 
lation. After all, these are all relations of production. 


IV. On the Third Debate over the Definition of Productive Forces-<-the 
Question Whether Productive Forces Have Internal Contradictions 


From June 1959 to the end of 1960, there was a debate in economic circles 
in our country over the question raised by Comrade Ping Xin [1627 1800] 
concerning the law of the development of productive forces. The main 
topic of the debate was whether or not productive forces have internal 
contradictions. 


Here, some clarification of the historical background of the debate is in 
order. As we all know, during the period of transition, the party cor- 
rectly advanced the general line calling for the basic completion of 
industrialization in the country and, at the same time, the basic com- 
pletion of industrialization in the country and, at the same time, the 
basic completion of the socialist transformation of agriculture, handi- 
crafts, and capitalist industry and commerce. Comrade Mao Zedong cor- 
rectly planned the timing of the program. He said: "This transition 
period will cover roughly 18 years--that is, 3 years of rehabilitation 
plus the span of three five-year plans."!! He further pointed out: "Do 
not depart from this general line; otherwise, ‘leftist’ or r.ghtist 
mistakes will occur." “going too fast means erring to the ‘left’; 
standing still means erring too much to the right. We must oppose 
‘leftist’ and rightist deviations and make a step-by-step transition 
until the whole process is completed."12 Guided by the general line of 
the party during the transition period, the national economy developed 
Steadily in the first few years, and socialist transformation proceeded 
fairly smoothly. However, some comrades became dizzy with success and 
gradually became impatient. The basic completion of the task, which 
originally required 18 years, starting with the nationwide campaign for 
cooperation in 1955, was completed at the beginning of 1957 by squeezing 
the work of three stages into one. In 1958, there was the criticism of 








“counter-rash-advance," and in less than half a year, people's communes, 
which were large in size and collective in nature, were established in 

the countryside. In many areas, ownership by the commune had already 
begun, and in some of them there even were “united county communes." 
There was then quite a spate of articles on the transformation of the 
relations of production and the rise of ownership to higher levels. The 
trend of thought, which demanded that the transition from the system of 
collective ownership to the system of ownership by the whole people be 
speeded up, regardless of the level of productive forces, assumed formid- 
able dimensions. Public mess halls were encouraged so that people could 
have free meals, and people looked forward to the realization of com- 
munism in our country in the not distant future. According to this trend 
of thought, the communes can own the property of the production teams, 

and the poor teams can share the property of the rich teams. The 
principles of exchange of equal value and to each according to his work 
were totally discarded. As a result, the peasants’ enthusiasm was severely 
dampened. At the same time, just as Comrade Ping Xin pointed out, this 
trend of thought “oversimplified the productive forces" and discarded the 
laws of the development of productive forces. As though this development 
could take palce in any direction according to a hand signal, people set 
up their “key links" at will. For example, when steel was used as the key 
link, a high target was first set for the production of steel, and then, 
on this basis, the tasks for the raw materials, fuel, power, transportation, 
and machinery departments were worked out. Since the target was imposed 
by the higher authorities, the result was the widespread practice of 
making false reports. In many places, the so-called “mass steel refining" 
meant, in fact, “smashing kettles to smelt iron," and there were no 
scruples about smashing people's pots and pans so that the scrap metal 
could be melted to produce enough steel to meet the target. The con- 
tinual “rising” of the ownership, the “rash advance,” the “high targets" 
in economic construction, the “exaggeration wind,” and blind commandisnm 
combined to bring serious chaos to the country. 


The main theme in Comrade Ping Xin's article on productive forces was to 
oppose the erroneous trend of thought which had “absolutized production 
relations and oversimplified productive forces." He said: “If productive 
forces “have to be pushed by production relations at every stage of growth, 
and all their changes must be controlled by the production relations, too, 
not only will it be difficult for production relations to do all this 
work, but the productive forces will be reduced to a passive position and 
be controlled by production relations. Then in production, the most 
active and revolutionary force will be the relations of production 

instead of the productive forces. It will then be very hard to under- 
stand the contradiction between productive forces and the relations of 
production, and the Marxist law to the effect that production relations 
must suit the character of productive forces will have to be revised so 
that productive forces suit the relations of production." 13 Historical 
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facts have proved that this erroneous trend of thought had actually 
"revised" the Marxist law, which says that production relations must 
suit the character of productive forces. Historical facts have also 
proved that this kind of "revision" was only a form of voluntariem 
which is doomed to fail. 


Comrade Ping Xin wrote more than 10 articles on the question of internal 
contradictions of productive forces, Many of his views were correct. 
For example: 


"The development of productive forces follows their own iaw, and produc- 
tion relations can rather effectively promote their development only 
when they conform to, instead of clashing with, this law. However, the 
relations of production cannot promote poomues ve forces outside the 
scope of activities prescribed by this law." 


"Productive forces included the instruments of labor used for producing 
material wealth (first the tools of production) and the people with 

labor experience and skills in utilizing the instruments of labor to 
produce material wealth. In every historical age, the role of the unity 
of the personal and the objective factors, the unity of contradiction, on 
production represents the sum total of productive forces in a certain 

form of social economy." “When the social productive forces and the 
relations of production provide the necessary material and social condi- 
tions for developing production, and when the activism and creativity of 
the laborers are free to develop to the highest or a higher stage instead 
of being damaged or hampered, the personal factor can play its biggest 

or a bigger role in production.” "Changes in the toois of production 
according to the current technological level will promote the development 
of productive forces. Innovations in the tools of production will Lead 

to a new development of productive forces, and also to a change in the 
productive performance of the laborers. The stronger this chain reaction, 
the foster the increase and the greater the change of the social productive 
forces.’ 


Comrade Ping Xin said: Political economy should be concerned not only 
with production relations but also with productive forces, and with “the 
study of the characteristics, special features, changes, and developments 
of productive forces in every historical stage, and their te contra- 
dictions and interaction with the relations of production." And so 
forth and so on. 


Many of Comrade Ping Xin's viewpoints on the innate contradictions of 
produc.‘ve forces were reasonable and acceptable, but they were unjustly 
criticized. This injustice must be set right. The three-factor theory 
and the combination of personal and objective factors of productive forces 
and some other viewpoints which he upheld were the same as mine. 
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Here, it must be particularly pointed out that productive forces 
invariably exist and develop under certain social relations of produc- 
tion. Therefore, the people forming the productive forces are social 
people. Comrade Ping Xin firmly uphel. this view, and | agreed with 
him. However, there were different comments. While agreeing with Ping 
Xin's views, some comrades insisted that the people forming the produc- 
tive forces are natural people. If we will read Marx's "Das Kapital," 
his introduction to "A Contribution to the Critique of Political Economy," 
Engela' "“Anti-Duhring,” and some other works, we will see that what they 
talked about are social people. Marx said: "Man is a social animal in 
the most literal sense ."!/ Engels’ criticism of Duhring's description 
of Robinson as an abstract being is familiar to everyone. It is true 
that Marx made the statement that in the procges of labor, "Man opposes 
himself to nature as one of her own forces." Why did Marx make such a 
statement? He gave this explanation: "The labor process, resolved as 
above into its simple elementary factors, is the necessary condition for 
effecting exchanges of matter between man and nature; it is the ever- 
lasting nature-imposed condition of human existence, and therefore it is 
independent of every social phase of that existence, or rather, is common 
to every such phase. It was therefore not necessary to represent our 
worker in connection with other woikers."19 Obviously, Marx mentioned 
the question of natural man in the sense of methodology. Therefore, the 
people in productive forces are social people instead of natural people, 
and this is a Marxist viewpoint. 


It should also be pointed out that in presenting his own views, Comrade 
Ping Xin has also made some rather abstract statements and expressed some 
unscientific concepts. For example, although he stressed that "the innate 
laws for the kinetics of productive forces cannot play their role in 
isolation from the relations of production,” he was in practice mechan- 
ically separating production relations from productive forces, instead of 
consistently revealing the innate laws of kinetics in productive forces 

in the contradiction between production relations and productive forces. 
His view on the “self-multiplication” of productive forces was one of the 
examples. Speaking of the innate "social relations" of productive forces, 
Comrade Ping Xin held that divison of labor means productive forces. I 
feel that this is an oversimplification, because, in view of the composi- 
tion of the factors of productive forces, division of labor refers to 
neither the laborers themselves nor the means of labor, and much less the 
subject of labor; it means a social relationship among the laborers in the 
process of production. This form of relationship, on the one hand, is 
formed according to the conditions and needs of production skills (or 

the means of production, and particularly the instruments of production), 
and exists in material production in any form of society; on the other 
hand, it takes different forms in different societies. Marx said: "The 
productive forces resulting from division of labor cost capital nothing. 
They are natural forces of social labor , "20 Therefore, the new social 
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productive forces resulting from division of labor is brought forth by 
social labor. We can interpret division of labor as being productive 
forces only in the sense of a transformation, but we cannot equate them 
with each other. in the same sense, we may say that once ideology 
capitivates people, it will be transformed into a tremendous material 
force; but this does not mean that ideology is equal to material force. 
Comrade Ping Xin's explanation of the “social property" of productive 
forces deserves further discussion. On this question, he said: "At a 
certain historical stage, the workers’ social position, outlook of life 
and spiritual functions, the general characteristics of labor, the social 
property of production, the character of labor organizations, the aim and 
social function of the use of the means of production, the special meta- 
bolic characteristics of the factors of productive forces, and the social 
conditions under which they take place, all summed up, determine the 
social property of productive forces in a certain social economic form, "21 
Here, obviously, Comrade Ping Xin included the relations of production in 
productive forces. This is at variance with his oft-repeated statement 
that "the innate laws of productive forces cannot play their role if they 
are isolated from the relations of production." 
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NATIONAL ECONOMIC POLICY 


NECESSITY OF LIGHT INDUSTRIAL DEVELOPMENT STRESSED 
Beijing JINGJT YANJIU [ECONOMIC RESEARCH) in Chinese No 1, 20 Jan 80 pp 17-22 


[Article by Feng Baoxing [7458 1405 5281], Wan Xin [8001 2946] and Zhang 
Dajian [1728 1129 4675]: "On the Need To Give Priority Development to 
Light Industry for a Certain Period of Time"'] 


[Text] In his Report on the Work of the Government, delivered at the 
Second Session of the Fifth National People's Congress, Comrade Hua 

Guofeng said: "We must take resolute and effective measures to change 

the backward state of light and textile industries. Supply of fuel, 

power, and raw and semifinished materials necessary for their production 
must be guaranteed." The growth of these industries should catch up with, 
or even surpass, that of heavy industry." We are of the opinion that the 
policy for the priority development of Light industry not only is expedient, 
but also is an important strategic principle for economic development for 

a certain period. 1: entirely conforms to objective economic laws. 


Priority Development of Light Industry at a Certain Stage of National 
Economic Development Is Objectively Required by the Laws of Reproduction 


Marx pointed out: To carry out expanded reproduction I(c+v+m) should be 
greater than Ic+IIc; only thus can we increase the means of production 
required for expanded reproduction. This formula only explains the 
question of replenishment for the means of production in the process of 
expanded reproduction. However, there is another aspect to Marx's theory 
on social reproduction which concerns the question of replenishment for 
the means of subsistence. In this respect, Marx had another formula: 

II (c+m) >I1( . Marx said: “If Ix is taken as that portion of Im which 
is spent by capitalists I as revenue..., I(v+2) must always be smaller 
than II (c+m) by as much as that portion of IIm which must be consumed 
under all circumstances by capitalist class II."! The difference shown 
here by Marx is the minimum predetermined by the accumulation used by 
capitalist class I as additional invariable capital. In fact, in most 
cases I(m-®) is additional invariable capital as well as additional 
variable capital. Therefore, the above formula can be expressed as: 

[1 (c+v+m) >I(v+2), meaning that the total amount of the means of 
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subsistence for production by clase Il capitalists should be larger than 
the afeunt of consumption for the workers and capitalists of both classes. 
iy to thie way ean there be additional means of subsistence for the 
siditional laber power of both classes, in hie work on the problems of 
the @arket, Lenin aleo stressed this point, He said: “To expand produc- 
tion (te accumulate in the categorical meaning of the term), it is first 
of .)1) feeessary to produce the ®eane of production, and for this, it is 
-opeequently fecessary to expand that department of social production 
whith ®anufectures the means of production; it is necessary to draw into 
it workers who immediately present a demand for articles of consumption 
too, Hence consumption develope after ‘accumulation’ or ‘production, '""2 


from thie we can see that in order to realize expanded production, two 
conditions are necessary! additional means of production and additional 
@eans of subsistence. In the course of history, the roles played by 

these two conditions for expanded reproduction have not been always the 
same, Marx said: “Up to a certain stage, the development of — 
either at home or abroad, is the foundation of capital development.” 

“Since the production of the means of subsistence is the very first con- 
dition of ite existence and of all production in general, labor used in 
thie production==that is, agricultural labor in the broadest economic 
sense--muet be fruitful enough...so that a segment of society must suffice 
to produce the necessary subsistence for all of society-sthat is, for non- 
agricultural laborers ae well. This means, therefore, that a major 
division of labor between agricultural and industrial must be possible, 
In other words, judging from the process of historical development, 

ii (ctvem) 11¢ is the first requirement for expanded capi- 
talist reproduction. 


This viewpoint of Marx's is by no geans 4 purely theoretical deduction, 
but rather a theoretical summary of a host of historical facts. This has 
been proved by the experiences of industrialization in some countries. 


Let us first take a look at the United States. Industrialization in the 
United States began in 1812-1814 and was basically completed by the end of 
the 19th century. Prior to 1860 there were big developments in agri- 
culture and light industry which laid the foundation for the development 
of heavy industry. From 1801 to 1860, agricultural output increased 
more than fivefold. By 1860, grain output reached 61.9 billion jin, 
averaging nearly 1 ton per person. At the same time, in the agricultural 
sector, the output value of animal husbandry was above that of crops. It 
was on this basis that light industry was first developed with raw 
materials from agriculture. In the 50 years from 1610 to 1860, the total 
value of industrial output increased nearly ninefold. In 1860, the 
output value of the four top industrial departments was in this order: 
(1) tlowr; (2) cotton textile; (3) timber processing; and (4) shoemaking. 
Casting and machine building then ranked fifth. After 1860, agriculture 
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continued to develop, and by 1900 total grain output reached 206.5 billion 
jin, averaging @ere than | ton per person, The development of agriculture 
and light industry and the tise of labor productivity provided material 
conditions for the inertease ff means of subsistence required by the 
additional labor power for expanded reproduction, thus insuring the avaii- 
ability of gore labor power for heavy industry, in 1660, agricultural 
labor power amounted to 59 percent of the total labor foree, but by 1910 
it was feduced to 31 percent, thus enabling the transfer of a huge amount 
of manpower to heavy industrial departments, Although light industry 
continued to develop after 1860, heavy industry developed faster, From 
1860 to 1913 the cotton textile industry increased nearly sixfold, and the 
railroad industry increased 11.4 times. Large-scale railroad building gave 
a direct impetus to the development of steel, coal, machine building, and 
other departments of heavy industry. From 1860 to 1913, the production of 
pig iron inereased from 610,000 to 31.46 million tons, an increase of 

6.4 times; coal increased from 18.18 million tons to 500 million tons, 

an increase of 26.5 times; steel increased from 12,000 tons to 31.8 million 
tons, an increase of 2,649 times. This was the time of heavy investments 
by the departments of the first category, all doing business among them- 
selves. The priority development of heavy industry changed the industria! 
structure, and in 1900 steel output value ranked first, casting and 
machine building ranked third, butchery and meat-canning ranked second, 
timber processing ranked fourth, and flour ranked fifth. In 1899 
industrial net output value amounted to 61.8 percent of the combined 
industrial and agricultural net output value. Total industria! output 
value nearly doubled that of agriculture. Industrialization in the 

United States was then basically complete. 


Now let us take a look at England. Here industry was built on the founda- 
tion of well-developed agriculture. In the latter half of the 16th 
century, capitalist agriculture was in the dominant position in England. 
The huge areas of farmland, the application of science, and the use of 
farm machinery raised labor productivity in agriculture to such an extent 
that, after catering to the needs of the ever-increasing urban and 
industrial population, there was still enough surplus for export. On the 
basis of agricultural development, light industry also developed, first 
in cotton textile and then in wool textile and flax textile industries, 
along with the gradual introduction of machinery. The industrial revolu- 
tion in light industry led to technical innovations in heavy industry, 
and such departments as metallurgy, coal, and machine building took 

shape and grew. In the late 1830's, modern machinery gradually replaced 
handicraft work and occupied the dominant position in England. After the 
1840's, however, 1 hugh influx of low-price grain from the United States, 
Russia, and india to some extent displaced British agriculture, and 
England became increasingly dependent on imports of grain and fodder. 

Yet this does not affect the essence of the problem, the only difference 
being that replenishment for the means of subsistence came from the 
international instead of the home market. 











ihe economic fecovery and development in postwar Japan was similarly 
subject to the same laws, After its surrender, Japan's industrial and 
agricultural production was only 30,7 percent of what it was before the 
war, in the 10 years from 1946 to 1955, the means of subsietence 
developed faster than did the means of production. Before 1955, the 
eyete® of rationing was abolished for the vast majority of coneumer goods, 
wits the exception of rice, This shows that production of the means of 
production wae enough for the consumption of the entire society. It was 
hot until then that the speed of development in the production of the 
means of production surpassed that of the means of subsistence. At the 
same time, in some other postwar developing countries or regions, it 
was the priority development of Light industry that gave their ent.re 
national economy a “fiying start.” 


Capitaliat production develops because of the capitalists’ quest for 
protite; therefore, it has ite innate contradictions which lead to 
periodical crises, Yet the development of capitalist production, with 
- we characteristics, cannot help but reflect the laws of social 
r tion. This, at least, can be shown as follows: 





Firet, from the historical point of view, Li (otvem) DI (ve) ort ( ) is 
the sain or initial condition for expansion of production. If t 
development of agriculture and light industry is a step ahead, it will 
pave the way for the development of heavy industry by replenishing the 
means of subsistence, 


Secondly, in the course of expanded reproduction, the production of the 
means of production develops faster than does the production of the 
means of subsistence at a certain stage of technical development. This 
is possible only when production of the second category is able to 
supply the necessary means of subsistence not only for its own workers 
but aleo for the present as well ae additional laborers of the first 
category. 


Thirdly, the means of subsistence supplied by the second category must 
be sufficient for all the laborers and the entire population in the 
society and still have some surplus, so that the rate of growth of the 
first category will no longer be determined by the growth of the second 
category as far as the need for the means of subsistence for additional 
labor power is concerned. Then the first category can continue to 
develop, with iteelf serving as 4 market. 


Fourthly, the first category cannot develop indefinitely by using itself 
ae the market, because in the final analysis, the purpose of the first 
category is to supply the means of production for the second category. 
in thie respect, the extent of the first category's growth is determined 
by the extent of the second category's need for the means of production. 


* 











In other words, the first category must continually renovate or raise 
the level of the second category's technical equipment in order that it 
can continue its development. 


From this, we can see that during the initial stage of industrialisation, 
the priority development of light industry ie determined by the objective 
laws of reproduction inatead of any capitalist nature of production, 
Socialist countries too must follow these laws in accomplishing industrial- 
ization and modernization, 


Giving Priority Development to Light Industry in a Certain Period is the 
Objective Requirement of Basic Socialist Economic Law 


Socialist economy is the economy for serving the people. Stalin pointed 
out: The essential features and requirements of basic socialist economic 
law are: “The securing of maximum satisfaction of the constantly rising 
material and cultural requirements of the whole of society through the 
continuous expansion agd perfection of socialist production on the basis 
of higher techniques."’ This law shows that the end of socialist pro- 
duction and the means to this end are both determined by objective 
economic laws. It reflects the essence of the socialist mode of produc- 
tion and the superiority of socialiem. Observance of the basic socialist 
economic law is the most important basis of the line, principles, and 
policies of owr party and estate in socialist construction. During the 
present period of national economic readjustment, we must consider 
satisfaction of the needs of the entire society, and particularly the 
daily living requirements of the people, as our goal and then we gust 
use the gradual accomplishment of the four modernizations as 4 means to 
this end. All of the principles, policies, and methods for the work of 
readjustment should aim at improvement of the people's livelihood through 
the acceleration of the four modernizations, so that the four moderniza- 
tions will proceed hand in and with the improvement of the people's 
livelihood. 


Socialist production as an end and as the means to this end represents a 
dialectical uni .y. The end, if divorced from the means, will be unattain- 
able, while the means, if divorced from the end, will be meaningless. 
Similarly, “product ion divorced from the satisfaction of society's needs 
withers and dies. This is the identity of means and end. However, 
there is also a contradiction between means and end. When the quantity 
of surplus products remains fixed, a larger amount of accumulation to be 
used in technical improvement for the development of production will mean 
a reduction in the amount to be used for people's consumption, and vice 
versa. Since agriculture and light industry mainly produce consumer 
goods, and heavy industry mainly produces the means of production and 
supplies technical equipment, the contradiction between means and end in 
socialist production, in a certain sense, or from the standpoint of the 











atructure of the national economy, is always manifest as the contra= 
diction between agriculture and Light industry on the one hand and 

heavy industry on the other, The correct handling of the relationship 
between agriculture and Light and heavy industry ts an important problem 
which @uat be solved in complying with the basic socialist economic law, 


Befure the revolution, our economy was backward, After the victory of 
the socialist revolution, we had to establish a socialist material base 
by setting up a solid heavy industry. This was a necessary condition 
for giving full play to the role of the basic socialist economic law. 
llowever, ho matter how important heavy industry may be, it is after all 
only 4 means to an end, and this @eans gust not at any time be divorced 
from the end or be placed above the end. We cannot weaken agriculture 
and light industry in order to develop heavy industry. If we review the 
practice of construction in the past 20 years and more, one of the main 
lessons we can draw is that we have develop: heavy industry onesidedly 
or in isolation, We stressed the need for heavy industry as the core of 
economic construction, and then further introduced the principle of 
“taking steel as the key link.” In fact, we were regarding the production 
of heavy industry, or steel production, as the end. In planning our 
economic development, the production of steel was used as the starting 
point and the development of steel production served as the main index 
in our national economy. 


in implementing the national economy, everything had to serve steel or 
make way for steel. Such a long, abnormal practice resulted in a lopsided 
structure symbolized by the spectacle of heavy industry having to fight 

® lone battle or to serve only itself. The priority order was then 

heavy industry, light industry, and agriculture. It also led to 4 serious 
imbalance in the national economy and obstructed its progress. To basi- 
cally change this irrational economic structure, we must follow the 

basic socialist economic law and regard the satisfaction of the needs of 
the people's livelihood as the starting point in planning the nat ional 
economy. Then we will firet plan for the development of agriculture and 
light industry, and later plan for the development of heavy industry 
according to the requirements of agriculture and light industry. After 
suitably raising the proportions of investments in agriculture and Light 
induetry, the absolute amount of investment in heavy industry may stil! 
be larger than those in agriculture and light industry. However, since 
there will then be a correct orientation of the development of heavy 
industry, it w.ll become a strong support for agriculture and light 
industry in their continued development. 


Because of the need for modern machinery to replace handicraft or semi- 
handicraft work, priority must be given to the development of the pro- 
duction of the means of production during the establishment of 4 socialist 
material foundation. As we have mentioned above, however, there must be 
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i prerequisite for the prior consideration of the means of product ion== 
ihutely, the assurance that the meane of subsistence must be adequate 

for the whole people, ineluding the newly increased population and the 
additional labor foree, Without this prerequisite, the sustained, 
instead of temporary, priority development of the means of production is 
impossible, We have had more than one serious lesson in this respect. 


For }) years after 1958, we concentrated our efforts on the production of 
steel, Output was inereased from 5.35 million tone in 1957 to 18 million 
tons in 1960 with a progressive annual amount of 4.4 million tons. In 
order to increase steel production, huge amounts of means of production 
and labor power were diverted from the agricultural and light industrial 
fronts to support steel production. Agriculture and Light industry were 
thus seriously weakened, and their outputs were reduced by a wide margin. 
The reduction of grain output by 25 percent led to an economic crisis 
highlighted by the scarcity of coneumer goods and foodstuffs. A forced 
readjustment began in 1961. First, the number of workers was reduced, 
and 20 million people were transferred from the cities to the countryside 
in order to reduce the strain on the food supply to the cities. Secondly, 
investments in heavy industry were cut and a large number of heavy enter- 
prises were closed, suspended, merged, or reorganized for other product 
lines. Steel output dropped below 7 million tons. 


Thirdly, investments in agriculture and light industry were increased. 
Agricultural development was resumed, and the rate of light industrial 
development surpassed that of heavy industrial development. This way of 
handling the relationship between agriculture, light industry, and heavy 
industry was a success. Production was increased, and the people's 
livelihood was improved. This was entirely in conformity with the basic 
socialist economic law. However, such action was forced. We did not 
realize this should be the normal way to handle the relationship between 
agriculture, light industry, and heavy industry; such action was taken 
only as an expedient to overcome economic difficulties. As soon as the 
difficulties were over, we once again returned to the old road of one- 
sidediy developing heavy industry, in the mistaken belief that this was 
the proper road to socialist construction. 


Our Fourth Five-Year Plan, which began in 1971, again called for a 
progressive annual increase of 1 million tons of steel. With this steel 
production target, the capital construction front became overextended 
and our resources soon were strained to the breaking point by three 
tremendous increases--workers and staff members, payroll, and food con- 
sumption. Since the pressure of these increases was too much for the 
supply of means of subsistence, we were forced to retreat once again. 
Beginning in 1973 we once more reduced the number of workers, controlled 
the scope of capital construction, and lowered the steel production 
target. 
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In October 1976, when the Party Central Committee smashed the “gang of 
four” with a stagle blow, tt should have been necessary during the recovery 
period to conactentiously readjust and consolidate the national economy, 
which had been brought to the brink of collapse by the ultraleftiat line 
of Lin Biae and the "gang of four.” However, because we failed to sum up 
our oxperiences or to draw our lessons from the onesided development of 
hea.y industry, we again planned a progressive increase of more than 

* willlon tone of steel every year. In 1977 and 1978 the plan for steel 
production was overfulfilled, with an average progressive increase of 

) million tons. As a result, the contradiction caused by the backwardness 
of agriculture and light industry became even more acute, and the imbal- 
ance of our national economy became even more serious. Although this « 
imbalance was due in part to a certain imbalance within heavy industry 
iteel! and to a shortage of coal, power, and transportation facilities, 

it was essentially brought about by a series of contradictions arising 
from inadequate supply of the means of subsistence. In 1979 after summing 
up the historical experiences, the Party Central Committee put forward the 
“eight-character policy” of readjustment, restructuring, consolidation and 
improvement, and decided to devote 3 years or even longer to streamlining 
the national economy by first placing agriculture at the top of the list, 
and then speeding up the development of light industry and slowing down 
that of heavy industry--particularly steel production. This strategic 
policy decision made by the Party Central Committee entirely corresponded 
with the basic socialist economic law. 


Historical experience after the founding of the People's Republic has 
shown that before giving priority development to the production of the 
means of production, there should be considerable development in the 
production of the means of subsistence; and that before giving priority 
development to heavy industry, there should be considerable development 
of agriculture and light industry. This way of developing is by no 
means merely an expedient, but an advance stage which cannot be skipped. 
Some comrades have held that because of the superiority of socialist 
planned economy and the role of a state under the dictatorship of the 
proletariat, we could skip this stage and embark on the developrent of 
heavy industry in a crash program. However, practice has prove: that, 
instead of making progress, we have actually gone backward. Heavy industry 
should be a means of developing production and improving the people's 
livelihood, but because of its competition with agriculture and ligh« 
industry, ite crash development actually resulted in a lowering of the 
people's standard of living, and eventually in its failure to hold its 
own ground and then in its forced retreat. This is a form of punishment 
by the objective economic laws. 


The special features of our country are its large population, its Limited 
farmland, and a weak economic foundation. In the course of the “four 
modernizations,” the problems of funds, foreign exchange, labor employ- 
ment, and market supply are all important ones which must be solved. But 
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how to solve these problema? The only way is, while vigorously developing 
agriculture, to let the development of light industry be faster than that 
of heavy industry. 


Light industry requires smaller investments and shorter construction 
periods but yields great profits. These are advantages denied to heavy 
industry. From 1975 to 1978, the average taxes paid for every 100 years’ 
worth of fixed assets for the Light industrial enterprises owned by, the 
whole people was 2,6 times those of heavy industrial enterprises. © 
money invested in light industry can be fully recovered in 20 months, 
which means that in every subsequent 20 months, the amount of money 
invested will double. On the other hand, the full recovery of money 
invested in heavy industry requires 6 years. The accumulated funds pro- 
vided by light industry from 1952 to 1978 were equal to 97 percent of the 
total investments in state industrial construction; but in the same period, 
state investments on light industry amounted to only 9 percent of the total 
investments in industrial construction. The total investments in scores 
of light industrial trades came to only 47 percent of the total investments 
in the metallurgical industry. This shows that excessive investments 

were made in heavy industry, which yields emall accumulations and has a 
slow turnover, while insufficient investments were made on light industry, 
despite its larger accumulations and faster turnover. Stressing heavy 
industry and neglecting Light industry have been an important cause for 
the slow development of our national economy. Hereafter, we should 
increase the ratio of our investments in light industry and give it 
priority development. Then the accumulation funds will be multiplied and 
the speed of our entire national economic development will be greatly 
increased. 





From 1950 to 1978, exports of Light industrial products have amounted to 
41 percent of total exports. Under present conditions, our Light 
industrial products should be far more competitive than heavy industrial 
products are in the world market. Therefore, priority development of 
light industry will provide more foreign exchange required for the “four 
modernizations." 


Light industry requires a high concentration of labor but a lower organic 
composition of funds. Compared with heavy industry, an equal amount of 
investment can employ more labor power. At present on the entire 
industrial front, only one person can be employed for every 10,000 yuan 
of fixed assets. In the light industrial departments, however, more than 
five workers can be employed for the same amount of fixed assets. The 
density of labor is even greater in the collective and handicraft branches 
of light industry, and the same amount of invested funds can accommodate 
even more labor power. Therefore, priority development of light industry 
is also an important method of solving the employment problem. 
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Light industrial products account for about 50 percent of the total 
volume of commodities in the retail market, Priority development of 
light industry will thus be highly significant in raising the people's 
standard of living, At the same time, because of increased agricultural 
output and the pricing of agricultural production, the increased pur- 
chasing power of the peasants will make ever-increasing demands on Light 
indu trial products, Priority development of light industry is again 

ot great significance in promoting the flow of materials between the city 
and the countryside, in consolidating the alliance between industry and 
agriculture, and in accelerating agricultural development. 


To gave priority development to light industry, it is necessary to increase 
the ratio of investment in light industry. Will this mean a decrease in 
investments in heavy industry? The ratio of investment in heavy industry 
will be lower, but if we will take a long-range view, we will see that the 
development of Light industry and its multiplied accumulations will also 
mean more accumulations for heavy industry. So instead of decreasing, 
investments in heavy industry will increase. 


The obvious problems in the priority development of light industry is the 
scarcity of raw materials and the outdated equipment. For the solution 

to these problems, apart from major agricultural development and more 
effective service to agriculture and light industry by heavy industry, 
which will help provide more raw material and equipment for light industry, 
we should keep our eyes on international trade and boldly import the 
required raw materials and advanced equipment, to be used in combination 
with our rich Labor resources, so that our imports and exports will sup- 
port each other. in other words, we will take full advantage of our merits 
in overcoming our shortcomings. In this way, the priority development of 
light industry will most likely become a point for the "flying start” of 
our “four modernizations." 


After all, in the initial stage of the “four modernizations,” giving 
priority to the development of light industry will on the one hand 
directly satisfy the needs for the people's Livelihood and for an 
increase in their standard of living, and on the other hand provide hugh 
accumulated funds for the development of heavy industry; this will help 
develop the national economy in technical innovation, which will in turn 
promote the continual growth and perfection of socialist production. 
Therefore, it is entirely consistent with the basic socialist economic 
law. 


Comrade Mao Zedong pointed out in 1956: "There are now two possible 
approaches to our development of heavy industry: one is to develop 
agriculture and light industry less, and the other is to develop them 
more. In the long run, the first approach will lead to a smaller and 
slower development of heavy industry.... The second approach will lead 
to a greater and faster development of heavy industry, and since it 
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insures the livelihood of the people, it will lay a more solid founda- 
tion for the development of heavy industry."’ What Comrade Mao Zedong 
said here reflects the objective requirements of the basic socialist 
economic law. Unfortunately, for more than 20 years, people did not 
act accordingly, thus leading to small and slower development of the 
entire national economic construction, We must thoroughly eum up our 
experiences in various types of work, including economic work, in the 
past 30 years, use practice as the sole criterion for testing truth and 
the basic socialist economic Law and the other economic laws as the 
guideline of our action, and boldly and unequivocally use the policy 

of giving priority development to light industry as a strategic principle 
now and in the future. Only through the priority development of light 
industry on the basis of major agricultural development can we insure a 
rise in the standard of living for the people and arouse the enthusiasm 
of the people in building socialism, in consolidating and developing 
political stability and unity, and in accelerating national economic 
development, including the development of heavy industry, in orde~ to 
build our country into a powerful modern socialist China. 
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NATLONAL ECONOMIC POLLCY 


ENTERPRISES ASSUME GREATER AUTHORITY IN SICHUAN 
beijing RENMIN RIBAO in Chinese 9 May 80 p 5 


{Article by Lin Ling [2651 324 |, Vice President of Sichuan Provincial 
Academy of Social Sciences: "Expansion of Decision-Making Power of 
Enterprises and Innovation in Enterprise Management" |] 


{Text } (1) 


Sichuan Province began a pilot program in October 1978 to test the 
feasibility of delegating greater decision-making powers to individual 
enterprises. Experiences gained so far indicate that the program is quite 
successful. Its merits can be summarized as follows: 


1. Greater decision-making power generates greater self-motivation within 
enterprises to achieve economic goals. It also generates unprecedented 
vigor. Last year, many enterprises in Sichuan Province faced serious 
difficulties, such as Lack of orders and lack of demand for their products. 
in the past, they would have readily dipped into the financial pool pro- 
vided in state plans. When these enterprises were granted greater decision- 
making power in the pilot program, they became eager to create their own 
economic benefits. They took the initiative in finding work for themselves, 
in promoting sales, in developing new marketable products, and in stream- 
lining management to widen profit margins. Thus, production units that had 
been simply going through the motions of fulfilling state plans were now 
producing and operating for the benefit of the state and themselves. As a 
result, a passive role became an active role. Output, output value, quality 
and variety of products, and profit margins in these enterprises did much 
better in 1979 than in 1978. Statistics show that 84 of the 100 local 
industries and enterprises included in the pilot program were able to register 
a 14.9 percent increase in their total output value in 1979 over 1978. The 
gains in profits and in revenues turned over to the state were, respectively. 
33 percent and 24.2 percent. These enterprises did far better than those 
not included in the pilot program. Many popular brands, new products and 
new designs developed in Sichuan Province in 1979 could be attributed to 

the enterprises included in the pilot program, 
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2. Greater decision-making power gives enterprises necessary economic 
flexibility for self=development and enables them to expand production 
and reproduction capacity on the etrength of their own resources, It mkes 
enterprises dynamic organisms capable of self=regeneration. It gives old 
enterprises new motivation to take action to achieve their full potential, 
to modernize and to innovate--an action upon which our national economy 
depends heavily for healthy development, This issue was once taboo in 
both practical action and in theory. In 1979, Sichuan Province allowed 
its enterprises to divert a percentage of their depreciation and overhaul 
reserves, and most of their operating funds, Into their own expansion 
programs, Furthermore, it also allowe. its enterprises to pool resources 
with other enterprises. 


This arrangement worked well. For example, the Chongqing Knitting Mill 
received 60,000 yuan in operating funds in 1979 as a carryover from 1978 
funds. Instead of spending this money on dormitory repairs and workers’ 
bonuses, the mill decided to spend it on equipment modernization. It 
bought 20 sock-knitting machines, installed them in April, and went into 
full production in May. Before the month was out, the mill had recovered 
its ivestment. In a "snowballing" manner, it reinvested its profit in 
additional purchases. It acquired 60 knitting machines, one after another 
in the course of a year. At year end, the mill had piled up a total profit 
of 520,000 yuan. This profit would not have been possible if the mill had 
relied solely on state investments. Statistics from 52 enterprises 

covered in the pilot program show that a total of 38 million yuan was plowed 
back into revitalization, modernization and innovation projects to create 
a total profit of 9.9 million yuan. 


s, Greater decision-making power insures the right mix of benefits for the 
state, benefits for enterprises, and benefits for individuals for the dual 
purpose of developing production and increasing revenue. It provides 
practical and material assurances in the exercise of democracy in enter- 
prises. We like to say that workers are the masters of their enterprises 
and that, as such they ought to take an active role in running their 
enterprises. The fact remains that the authority for nanaging enterprises 
rests with superior departments. As long as enterprises are denied the 
economic fruits of their own labor, their operational efficiency or in- 
efficiency will be of no concern to the work force. Thus, it is meaningless 
to pay lip service to democratic enterprise management if we cannot provide 
material guarantees. By the same token, it is useless to claim thot workers 


are masters of their enterprises and are actually running their < - r. ses 
if they are not allowed to make decisions or to improve their lc ‘ ill 
be in a better position to address this problem if we delegate more ision- 


making power to enterprises. The performance of enterprises included in the 
pilot program proved this point. As these enterprises made their own de- 
cisions on production, distribution and expansion, and as they realized 

they would benefit or suffer from the efficiency or inefficiency of their 
management, and as they began to see that they could pass on economic 
benefits to their staff and workers, the work force began to take a strong 
interest in the eocnomic accounting of their enterprises and in the marketing 
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of thelr products, They thus became interested in keeping their production 
coats low and their operation economical, An atmosphere of unity, close 
coordination, eagerness to learn, and willingness to discipline themselves 
flourished in the rank and file. Staff and worker congresses and elections 
of grassroots cadres were conducted with a zest and seriousness of purpose 
never known before, That is why some comrades have pointed out that 
workers today are beginning to look like masters of their enterprises. 

The distribtuion of benefits in enterprises included in the pilot program 
in Sichuan Province was as follows: the state took 62 percent of the 
increase in profit, the enterprise took 30 percent, and individual staff 
members and workers shared in the remaining 8 percent. 

4, Greater decision-making power gives leading cadres, management personnel 
and technictlans of an enterprise an opportunity to make full use of their 
abilities and talents. Many socialist entrepreneurs are expected to come 
into their own. In the past, anyone, no matter how unqualified he might 

be, could be named a factory manager. Also in the past, anyone, no matter 
how talented he might be, could not do a good job as a factory manager. 
Under such circumstances, smart socialist entrcpreneurs could not develop. 
Enterprise management could not improve. Once the enterprises assume 
greater decision-making power, the abilities of a leader will make a great 
difference in the future of his enterprise. Such a program calls upon 
leaders to run their enterprises with imagination and skill and to formu- 
late all sorts of ingenious management schemes. The pilot program underway 
in Suchuan Province made it possible for affected enterprises to innovate 
and greatly improve their economic accounting systems. They also were able 
to innovate and substantially improve their market survey and sales forecast 
operations, their ability to adapt themselves to the needs of the market- 
place, and their enterprise management methods. In short, we must sum up 
our past expertlences in enterprise management. We must also learn from 
toreign experiences in enterprise management. Most importantly, we must 
popularize the new experiences gained from the experimental delegation 

of more decision-making authority to enterprises. 


>». Greater decision-making power generates motivation at the grassroots 
level, a motivation that will work its way up and reform our economic 
management system. I[t will bring greater objectivity to such reform, 
Delegation of greater decision-making authority to enterprises may open 

the way to major reform of our eocnomic management system without causing 
drastic dislocations. In the past, production plans were set by the state, 
not by the enterprises themselves. In the pilot program, production plans 
consisted of two parts--plans set by the state and supplementary plans set 
by the enterprise themselves to suit marketplace demands. The state plans 
and the supplements would add up to make the total production targets of 

the enterprises. When some enterprises received too small an assignment 
from state plans, the pilot program committee would allocate raw materials 
to the enterprises as long as they could prove they had orders and contracts 
for production, such orders and contracts being considered in effect, state 
assignments. This experiment took the enterprises one giant step forward 
toward producing for the needs of the marketplace. It offered the following 
option in the reform of our economic management system: State Plan + Enter- 
prises Supplementary Plan Determined by Marketplace Needs = Entei, rise's 
Production Plan. 
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\t iasue now is our raw material allocation system. We are now breaking 
out of the theoretical bondage that raw matertils are not commodities, 

Woe are experimenting with the concept that raw materials can be treated as 
commodities. This has caused cegtain changes in our raw material allocation 
system. In the past, the state had sole responsibility for procuring and 
distributing raw materials, Today, this form of allocation exists side by 
side with two other forms: the state may procure raw materials by request 
of end-users or sell them by request of producers; or the producers may 
sell raw materials directly. Raw materials trading centers have come into 
being one after another to help enterprises sell their products, to procure 
raw materials for them, and to collect and provide information on avail- 
abliity of raw materials. 


Similarly, the commodity distribution system is also undergoing certain 
changes. In the past, the state had sole responsibility for buying commodi- 
ties from producers and selling them to consumers. Today, this form of 
distribution exists side by side with other forms: the state may buy and 
sell on request, the producers and consumers may deal directly, or the 
producers may take on direct marketing. Grassroots stores are no longer 
required to draw supplies from third-level wholesalers. They are permitted 
to buy directly from factories. In the cities, many stores selling small 
consumer items, farm produce, rural sideline products, and handicrafts have 
opened their doors to the public. 


These changes were first brought about when greater decision-making power 
was granted to enterprises. Now, they are stimulating further expansion 
of decision-making authority to enterprises. 


(2) 


Expanded decision-making authority of enterprises represents a sweeping 
reform ot the industrial and enterprise structure. It cannot help but 
create some new contradictions and new problems. The experiences gained 
in the past year point up the following problem areas that avait solution: 


l. We must prepare for the next step in the program to expand the decision- 
making authority of enterprises. What course will the program take? In 
other words, what will become of the enterprises when they assume a greater 
decision-making role? This involves a choice between minor reform and 
major reform. If we are to settle on a minor reform, what do we do next? 
As we see it, expanding the decision-making authority of enterprises could 
follow three steps: The first step would allow enterprises a bigger say 

in setting up a profit-sharing scale. The second step would then allow 
them to set up independent accounting systems and to take responsibility 
for their profits and losses. The third step would then allow those 
enterprises willing to coordinate with one another to merge into a larger 
producer on the principles of mutual benefit and economy of operation. 

The idea is not to arbitrarily set a separate time table for each step, 

nor to conduct the first step at the expense of the experimenting in the 
next two steps. 
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” mt ft Me tie Fuse vu itate pians as 4 guide toe adjusting te the 
tie Gafketplace, Our feform progfam is still focussed on how to 
ige of the forees of the marketplace to breathe new life into pro=- 
ju tion, inte producera, and inte the economy as a whole. This calle for 
» stronger role of state plans a8 4 guide, Experiments of the past year 
that when production based on the needs of the marketplace began 
ri economic fewarde to the enterprises, the enterprises would act 
re ageteesively and positively and would become more adaptive and respon- 


sive to the forces of the marketplace. Such a transformation of the enter- 
rises provided a strong impetus to development of the national economy 
sole, However, pureult of eeonomic benefits by the enterprises in 


sponse to Market neede=-without any direction provided by state plans-- 
iid easily lead te blindness, to the pursuit of immediate benefits in 
Lefegard of long-term benefits, and to the pursuit of individual benefits 
it the expense of the state and, in extreme cases, it could lead to ques- 
tionable activities and to violations of the law, Practical action has 
proved it ie not difficult to respond to the needs of the marketplace. 
w diffieult part is how to work our etate plans into our response to the 
roes of the garketplace and how to meet the requirements of the state 
‘lanes and the marketplace at the same time, There is an urgency in our 
tate plans to chart a long-term course for the enterprises and to give 
them direction; to eet guidelines for the enterprises on how far they can 
mine their own funde and what they can do to tap their internal 
‘roes, to @odernize and to reform; to make available raw materials, 
quipment and enerey supplies in the right balance for their expansion 
eroegrame; and to make allowance for the manipulation of various economic 
levere to bring the enterprises in line with state expectations. While 
we Suet inm-oorporate all the above components into our state plans, we must 
sum up our practical experiences and formulate certain rules and 
idelines. We gust be prepared to intervene adminstratively if some 
enterprises depart from the socialist path or engage in economic activities 
etrimental to the welfare of the state. 


nature of the work of leadership organs in charge of economic 
cust change to suit the new situation that arises with the expanded 
n-mking power of enterprises. Once enterprises assume greater 
thority, what will the leadership organs do’ This question is to be put 
« awenda of the leadership organs in Sichuan Province. In the past, 
idership organs had complete control of enterprises and had to solve 
r and sinor problems. Therefore, their workload was very heavy. 
iterprises assumed greater decision-making authority, a number of 


trative bureaus had nothing to do. Recently, the Sichuan Province 
it ten slled on leadership organe in charge of the economy to redefine 
wore after delegating greater decision-making authority to enterprises, 
emphasia on determining the economic consequences of such 
lwle,s juthority. Their responsibilities would fall into thes 
ro. set ©, overall planning, coordination and supervision--in that 
rdet 


lecision=-mking power demands a corre sponding reform in 


ter ri ae Sanagcetent., in fact, if 4* mands ji tTAIoOT reforr if enteroriae 
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independent socialist producetfa which can Opefate a Faang | —— 
1 yrices, which can Meet the needs of state plane af ” 
feet ioe at the same tite, and which afe resourcetui, adaptive, aie 
7 jsive to the needa of both the estate and the public, 2 
tructure @uat undergo reform to allow stronger part eaderehip, full 
suuthority for factory managers to oversee the production and operation 
their enterprises, and full participation of the sta! md worker: 
in the affairs of their enterprises. The leadership bodies of the enter- 
orine nust undergo reform to better suit the philosophy of socialiem ane 
lalist large=-seale production. such reform Must emphasize scientili 
appr hee to build a solid founda ion. O6y expanding scientilic Management 
md by adopting modern economic management methods and modern Management 
techniques, such reform is expected to build a foundation for fuld 
jentiti management. 
| tep-by-step solutions are to be worked out in the probler ; inegquitabl 
distribution of economic benefits among the enterprises after the are veated 
with greater decision-making power. Basic method® such a8 price adjustment: 
and taxation can more or less put enterprises on an equal footing, 30) ME 
changes may be in order for the present profit-sharing scale. ‘Some restric- 
tions may have to be imposed on the amount of bonuses to etaff and workers 


awarded by enterprises which receive iarger profit shares, 
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NATIONAL BOONOMIC POLICY 


DEVELOPMENT OF SERVICE ENTERPRISES ENCOURAGED 
Tianjin TIANJIN RIBAO in Chinese 29 May 60 p 1 


[Article by commentator: “Positively Develop Collective Trades and Service 
Enterprises”) 


[Text ! Collective ownership trades are an organic component of socialist 
trade. Developing collective trades, particularly catering service trades, 
have very great significance in the regulation of the national economy. 


Following the development of the task of socialist construction, collec- 
tive ownership trades have a positive effect on practical economic life. 

The service network of collective trades spreads out among residents and 
the masses like stare in the esky or chesemen on the chessboard, and have 

the special characteristics of making good on any omissions or deficiencies, 
of being emall in size and varied, of having flexible management, and of 
being a convenience to the masses. They supplement the deficiencies of 
state-operated trades and service enterprises. Cooperative stores are 
beneficial to state-operated trades and cooperative trades in that they 
learn from each other, compete with each other, and help each other forward, 
making our socialist markets prosperous and dynamic, rich and varied. 

The development of collective trades and service enterprises is an important 
way to open all avenues for obtaining employment and it has a certain ef- 
fect on etrengthening and furthering the prospects for stability and unity. 
In view of this, our city's leading treasury and trade authorities have 
drawn up 4 number of articles to promote the development of collective 
ownership trades and service enterprises. However, owing to various reasoner. 
the problems that have arisen in the course of this development canno: 

be resolved correctly--for example, difficulties with business locati: 

and facilities, a lack of guarantee of sources of goods, and excessively 
heavy financial responsibilities euch as tax revenues. If these problems 
are not resolved in time, they may impede the growth of the collective 
trades. 


To develop collective trades and service enterprises, various ideological 
obstacles must first be removed. Some of our comrades, particularly some 
leading cadres, still regard cooperative stores today as"the tail 
capitaliem” and “the targets of reform.” This type of view i: 
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wifealietic, tt should be fecogniged that in the past 20 yeare etait 
workers of the old cooperative stofes have faised their ideological con- 
sCioueness high, They have already become 4 part of the staff and con- 
tingentes Of socialist trades, In the new collective trades, an absdiute 
Majority of staff workers are senior and lower middle school graduates, 

a gfoup fepresenting new strength, If one does not realize these changes 
but etill adheres to ideas of “eutting off the taile” and “reforming the 
targets, one would be discriminating against them politically and ob- 
atfucting them economically; the collective economy would not have the 
hecessary attention and growth, 


Practice has proven that when maintaining socialist public ownership in 

an absolutely superior position, it is favorable to the continuous develop- 
ment of the socialist economy if we permit diversified economic sectore 
and diversified management styles to exist and to fully play their posi- 
tive role in commodity production and exchange over a very long period of 
time. Some of our comrades, however, cannot see the necessity for owner- 
ship by the whole people and ownership of the collective to coexist for a 
fairly long period of time; rather, they feel that developing the seyetem 
of collective ownership is but “an expedient measure.” Hence they are not 
enthusiastic about the collective economy, are unsupportive of it, and 
muddle through their work in a slapdash manner. Thies kind of attitude 

is also unfavorable to the development of collective trades and service 
enterprises, 


Some comrades like “sole management" and are accustomed to the style of 
“bureaucratic merchants.” As soon as cooperative stores developed, they 
would remark: "Does thie not mean putting on a rival show with state- 
operated stores?" They felt that cooperative stores would snatch business 
and profite away from state-operated stores. Thus they adopted the atti- 
tude that “quality and fast-turnover goods must not be given to coopera- 
tive stores,” and imposed all kinds of restrictions on such things as the 
supply of goods, impeding the growth of collective trades. These kinds 

of ideas are wrong and the methods are erroneous. It must be understood 
that economic life is complex, and the needs of the people in their daily 
lives are varied; it is impossible for state-operated trades to cater to 
everything. Overconcentration and excessive control will be certain to 
promote bureaucratic commercial habits, decrease the quality o!f services, 
and bring inconvenience to the masses. These are experiences and lessons 
from long periods of practice which we should use to warn ourselves. We 
should allow different forms of trade to exist in the market. As there 
are state-operated trades and service enterprises, there are also coopera- 
tive trades and service enterprises. Moreover, there are collective trades 
and service enterprises opened by the wards and the streets that are 
assisted and guided by state-operated trades. Each brings its own good 
qualities into effect, competing with and promoting each other, enabling 
socialist trades to develop continually. 


To suit the needs of our country's construction of the four sodernizations, 
we should have the spirit of strengthening leadership, unifying planning, 
advancing vigorously, and developing positively. We should enthusiastic- 
ally help to develop collective ownership trades and service enterprises 
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according to the arrangement of the trade network and the need to settle 
oung people seeking employment, in this regard, we shold spread the 
experience of the Vegetable Neonstaple Food Corporation of Hebei Ward, List 
the sources of goods for eolleetive trades under the supply plan, and allow 
the purchase of nenplan commodities, Lf state-operated corporations want 
to tfeat etate-connmected collective trades as their own retail unite, they 
Must be dealt with in the same way a8 etate enterprises and helped to 

link directly with the factories, opening more channele and sources of 
good We must respect the free choice and property rights of collective 
ownefelip enterprises, eo that their name matches reality. Indiscrim- 
inate tranefer of the assets of collective enterprises or forcible use of 
hulldinge and facilities belonging to collective trades without compensa~- 
tion is prohibited by the provisions of central authorities. The people's 
banke should give necessary support to collective trades in dealing with 
shortages of funds. Departments of state-operated trades should also 
enthusiastically eneourage and positively assist collective trades and 
service enterprises set up in the streets for young people seeking employ- 
ment. Merely by etrengthening leadership and carrying out the policies 
concerned, with all sides giving their energetic support, it is certainly 
possible for collective ownership trades and service enterprises to develop 
faster, operate better, and become more effective. 
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NALTIONAL BOCUONOMIC POLICY 


ROMANLA'S VIGOROUS CONSUMER COOPERATIVES VISITED 
Beijing SHIJTE JINGJT [WORLD BOONOMY] in Chinese No 3, Mar & pp W-52 


[Article by the Chinese Supply and Marketing Cooperative Delegation to 
Romania: “Romania's Vigorous Consumer Cooperatives") 


{Text} At the invitation of Romania's Central Union of Consumer Co- 
operatives, a delegation from China's supply and marketing cooperatives 
paid a triendly visit to Romania last year. While in Romania, the dele- 
gation visited urban and rural consumer cooperatives and their stores, 
inne, restaurants, factories, warehouses, and schools in the counties of 
Arad, Tulcea, Constanta, and Lifov and received the enthusiastic welcome 
and lavish hospitality of the Romanian people and the comrades of the 
consumer cooperatives. loachim Moga, a member of the Central Committee 
of the Romanian Communist Party and chairman of the Central Union of Con- 
sumer Cooperatives, met with the delegation three times. He and the 
leaders of the county federations and the grassroots-level cooperatives 
introduced our delegation to the situation prevailing among Romanian 
consumer cooperatives. Through a week of busy and friendly activity, 
triendship between the Chinese and Romanian peoples and between the sup- 
ply and marketing (consumer) cvoperatives of the two countries was pro- 
moted and we understand the situation and experience of Komanian socialist 
construction and consumer cooperatives. 


The Roganian cooperative govement has a history of over 100 years. in 
i8SO they began to establish credit, consumer, fisheries, and forestry 
cooperatives. In 1895, when the International Cooperative Alliance was 
established, Romania was one of the founders and is now an executive 
member. in March 1953, the Romanian Communist Party decided to establish 
cooperatives in the villages as an instrument of socialist construction. 


The Romanian consumer cooperatives are economic organizations jointly 
organized under socialist collective ownership to satisty the material 
and cultural needs of the residents, under the leadership and with the 
support of the part and government. At the center and in the counties 
there are federations, and in cities, villages, and industrial and mining 
areas there are 2,830 grassroot-level cooperatives, with 7,731,000 mem- 
bers, 180,000 employees, and capital of 11,468 billion leu. The highest 
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Ofgane of Che consumer cooperatives ate the general meeting of members and 
the fepresentative assembly, When the bodies are not in session, the 
executive committee is in charge, An important task of the consumer co- 
operatives is to supply domestic necessities of the residents and giscel- 
laheous faw matertale for production, to buy the domestic sideline products 
of farm families, and to operate the food and beverage industry and hotels 
as well ae the production, processing, repair and service enterprises which 
serve Chese businesses, io 1978, the total retail sales of goods was 

“).> @illion leu, which is about one-fourth the total volume of retail 
sales in the soctety; gross value of agricultural produce purchased was 

-.4 @illion leu, which is about 3 percent of the volume of business 
(purchase of Che produce of state-run farms and agricultural cooperatives 
by the @inietry of agriculture, @inistry of Light industry, and the food 
processing industty). There are over 150 types of production services, 
with a volume of business of 590 million leu; the volume fo the food and 
hotel business was 8.22 billion leu. Export products include honey, frog's 
legs, rabbit meat, powdered eggs, feathers, and handicrafts. It can be 
seen that Romanian consumer cooperatives have made significant achieve- 
ments in developing the national economy, accelerating the urbanization 

of the villages, and satisfying the increasing daily needs of the people. 
Comrade Ceaucescu praised them "as having @ade a positive contribution 

to our accomplishments," 


in their activity, the Romanian consumer cooperatives rely on the leader- 
ship and support of the party and government, obey the national unified 
plan, and closely coordinate with relevant departments. At the same time, 
they Lake great pains to bring into play the initiative of individuals, 
units, and consumer cooperatives at various levels. Proceeding from ac- 
tual needs, they search for practical results, constantly improving manage- 
ment and striving to serve the residents. Among the many experiences 
which we could borrow and which have had a rather profound impact on us 
ate: 


1. Im Romanian consumer cooperatives, from top to bottom, both units and 
individuals pay particular attention to planning in order to support the 
seriousness of planning and combine the carrying out of the plan with 
labor compensation. 


Planning in Romanian consumer cooperatives is generally part of the uni- 
fied state plan. Annual planning goals and long-range planning are for- 
mulated in cooperation with the state planning committee and relevant 
sections. On the basis of survey and study, and through repeated dis cus- 
sions in the representative assembly, reports are sent up from the lower 
echelons and approval is sent down from the upper echelons. After the 
plan is definite, it is carried out strictly and checked constantly. 
Every month the Central Union issues a plan implementation situation 
report dealing with the relevant sections at the center and going out to 
federations in the counties. Leadership cadres constantly go out to the 
front lines to oversee inspection of the plan and to organize labor com- 
petitions. At the end of the @onth, quarter, and year, the atmosphere 
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is very tefiee., When we were there on our visit, it was the end of June and 
Comrade Blazi, deputy chairman of the Central Union, had personally gone to 
the graseroote-level to take charge, and every day te thought up and planned 
ways to complete each target. 


Facept tor work which has no set rate, wages earned by workers of the con- 
sumer cooperatives are determined by the degree of plan completion. Shop 
employees and waitere are paid according to the completion of their per- 
sonal norm, leadership cadres and administrators are paid according to 
the completion of four unit norme--sales, purchase, production, and pro- 
fit. ‘hey get more for overfulfilling the quota and less for failing to 
complete the plan, Generally, the largest increase or decrease averages 
25 percent of the individual's base salary. If a shop employee overful- 
tills his quota, the most he can get is 125 percent; if he does not com 
plete it, the least he can get is 75 percent. The basic salary for a 
company manager is 3,000 leu; if one of the four norms of the unit is not 
completed, his salary will be docked 5 percent, if none of the four is 
completed, the reduction is 20 percent. If any person fails to complete 
the plan for an extended period, in addition to having hie wages reduced, 
he will be criticized and disciplined. This plays an important role in 
encouraging cadres and employees to complete the plan. 


2. Romanian consumer cooperatives operate on the basis of state laws and 
regulations and the unified state plan, but their ownership is safeguarded 
and encouraged by the state and they have a great deal of independence and 
economic flexibility. 


By law, Romanian consumer cooperatives pay income, business, and commodity 
(product) taxes to the state. A welfare fund of 5 percent of the unit's 
gross wages is also contributed to the state. The cooperatives have a 
great deal of discretion with regard to allocating their own capital, 
commodities, and business activity. For example: 


(1) Consumer cooperatives have a system of classifying their auditing 

and being solely responsible for profit and loss. No unit or individual 
is allowed to draw on property. In the past there was a system whereby 
lower level units handed over “common capital” to upper echelons to help 
support units which were economically weak or running a deficit. Now this 
has been eliminated. If consumer cooperatives run into difficulties, they 
can get help from upper levels in the form of loans, but not gratis. 


(2) Consumer cooperatives mainly pursue commercial activity in the rural 
areas, but they have also established a network in cities (including 
Bucharest) and tourist areas. Grassroots-level cooperatives stock goods 
from stete-run commercial wholesalers as well as from county federation 
wholesalers and directly from factories, but they also [stock] market 
goods which the produce, purchase, and process. Of the 39 counties in 
the country, 19 have comprehensive wholesalers set up by county federa- 
tions which exist simultaneously with state-run commercial wholesalers. 
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Lapeftises are low, and they offer the graseroote=level cooperatives good 
vervice and ellectively guarantee that industrial goods get to the country~ 
side, 


(3) In addition to supplying important commodities to the Ministry of Foreign 
irade, Che consumer cooperatives can export (mainly on an exchange basis 

with foreign cooperatives) some of the commodities which they bave purchased 
and processed, they can import some equipment, raw materials, and other 
materiale which they need, and they can conduct technical cooperation 

with foreign cooperatives and enterprises. 


(4) Depending on their business needs and economic ability, consumer co- 
operatives actively carry out capital construction, ier the unified 
control of the Central Union, the relative growth rai 9! investment in 
capital construction in recent years has been faster (\an the relative 
growth of the volume of business. A large number of stores, hotels, and 
processing plants have been built and business equipment improved to suit 
the needs of the residents and the developmer.. of business. The consumer 
cooperatives have their own design and construction teams and annually 
build several hundred thousan¢ square meters of business and production 


areas. in the past few years they have already built over 1,000 village 
stores. 


(5) The consumer cooperatives have purchased and now operate their own 
transportation equipment, and they can transport 50 percent of the goods 
in which they trade. The Arad County consumer cooperative has 120 trucks, 
and over W tractors, as well as other transportation equipment. The 
Pecica village basic-level cooperative has annual sales of 9,200 leu and 
has four trucks and three tractors. 


(6) In order to install and improve business equipment, the consumer co- 
operatives operate plants which manufacture refrigerators, storage chests, 
furniture, automatic vending equipment, and cooking equipment. To supply 
residents they also operate carbonated beverage plants, fur plants, shoe 
plants, ceremics plants, glasemaking plants, lime plants, brick kilns, 
etc. 


(7) All along, consumer cooperatives have participated in the existing 
county fair trade, setting up stalls, sending out sales cars, and expand- 
ing sales to make things convenient for the residents, and they have 
played a role in adjusting the market. Some county federations also have 
neighboring consumer cooperatives participate in annual and gonthly fairs. 


}. If Romanian consumer cooperatives see that the people need something, 
they take the initiative to provide it. They have vigorously developed 
the tourist, food and beverage, and service industries. 


For the past few years, consumer cooperative investment in the tourist, 
food and beverage, and service industries has been considerable, deve lop- 
ment has been rapid, and income large. At the seashore, in the mountains, 
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in the lake feyions, and at major intersections, consumer cooperatives 
have a total of over 200 tourtat facilities with over 10,000 beds, On 

the shore of Lake Kangsidansatebaigelishi (1660 2448 0902 5646 3676 4101 
2706 6840 0087) the consumer cooperative built a vacation village, includ 
ig 2o Wewsen =i) the styles of various localitios, with traditional 
jouds, wites, handloratts, and music, This hase delighted tourtats., There 
are 6,000 consumer cooperative canteens located in the lake regions and 
faite, which is @ great convenience for residents and travelers. The 
union's intersection motel, where our delegation stayed in Arad County, 
included a motel (with first-class rooms as well as simple sleeping rooms), 
4 restaurant, a bar, and a sundries shop, as well as evening entertain- 
went. This motel has been open fo yur years, and in another three 

years it will return all the investment made in it. There are now six 
such comprehensive inns in the county, and three more are under construc- 
tion, 


The services demanded by the residents are many and varied, and the con- 
sumer cooperatives have set up many network points and facilities--for 
example, television, radio, refrigerator, small car, and furniture re- 
pair, tailor shops, plasterers, shoe repair shops, and barber shops. 

Many units (such as the furniture shops) both repair and manufacture, 

and some also undertake processing with materials brought in by customers. 
The bakery produces for the consumer cooperatives but also bakes for peo- 
ple who bring in the ingredients. The bakery of the Pecica consumer 
cooperative has three shifts a day of three or four persons each and pro- 
duces 5 tons daily. The people have bread made from flour they bring 

in at a charge of 0.7 leu per jin, or people can turn over 1,000 jin of 
flour and then have it marked off on a card when they use it. This is 
convenient for the masses and saves money. Business is good and has a 
bright future. In the first 5 months of last year, Arad County's volume 
of business increased 33 percent over the same period of the previous 
year. 


4. Romanian consumer cooperatives place great importance on employee 
education, emphasizing study for the purpose of application, to train a 
large group of specialists in both theoretical knowledge and practical 
ability for this system. 


The entire system has 14 middle specialized and technical schools with 
6,000 students. The overwhelming majority of the students have completed 
the 8th or 10th grade of ordinary school and have come to learn speciali- 
zed professional skills. The shortest course of study is a half year, 
and the longest is four years. After graduation they are sent where 
needed in the consumer cooperative system. There are also some who are 
sent from their jobs for more training. the Central Union has also set 
up a cadre in-service training center, and every year 2,500 cadres respon- 
sible for a variety of jobs are given in-service training in a variety 

of forms. At the Central Cooperative School in Constanta, there are 850 
students among the food, repair, accounting and professional schools and 
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raining classes. The work of the sehool is closely combined with prac- 
Cice: the students study polittieal and vocational knowledge and also 

study and make practical operation an important part of the examinations. 
wien the delegation visited the school, some students were repairing trans- 
istor radios, some were building and welding display shelving, some were 
making snacks and bread, The students do the cooking for and manage the 
dining ball. After the students graduate and are sent to appropriate 
posta, they quickly become experienced cadres and workers. In this five- 
ear plan period (1976-1980), the Central Union will train 20,000 


pecialists, 
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ECONOMIC PLANNING 


DEVELOPMENT OF URBAN COLLECTIVE ECONOMY NEEDED 


Beijing JINGJL YANJTU [ECONOMIC RESEARCH] in Chinese No 1, 20 Jan 80 
pp 62-67 


[Article by Hong Yuanpeng [3163 6678 2590] and Weng Qiquan [5040 0366 
5425]: "On Collectively Owned Industries in Urban Areas" ] 


[Text] The socialist system of collective ownership includes collective 
ownership of the rural people's commune and collective ownership of urban 
industries. At present, the total number of urban industrial enterprises 
collectively owned amounts to three-quarters of the total number of 
industrial enterprises; the total number of their workers is one-third of 
the total number of industrial workers; and their total output value 
amounts to one-fifth of the total national industrial output value. Col- 
lectively owned industries in urban areas play an important role in 
people's daily living, production and construction, accumulation of funds, 
exports and foreign exchange, and labor employment. They are an indis- 
pensable component in the national economy. For a long time, however, 
people have not paid sufficient attention to these collectively owned 
industries, and the amount of research on them is even less. This article 
will attempt to present some superficial views of several problems con- 
cerning collectively owned industries in urban areas. 


Collectively Owned Industries in Urban Areas Belong to the Socialist 
Economy 


Collectively owned industries in urban areas have existed in our country 
for more than 20 years, during which time they have undergone great 
development and transformation. They have generally been through four 
stages and taken four different forms: 


First, cooperative organization for production, which developed on the 
basis of handicraft cooperation. In 1956, when handicraft cooperation 
came into being in our country, the socialist transformation of the 
ownership of the means of production for individual handicrafts had been 
basically completed, On the basis of handicraft cooperation, a large 
number of production cooperatives, groups, and factories were formed. 








by 1958, there were more than 33,700 production cooperative organizations 
(including production cooperatives aad cooperative factories), with 
462,000 workers and staff members and a total output value of 27.256 
billion yuan. After several readjustments and reorganizations over many 
years, they became the second Light industrial department, producing 
hardware, tools and metal construction materials, household electric 
appliances, plastic products, sma! ‘nd medium-size farm implements, 
leather and tur products, garment., shoes, hats, art objects, educational 
sports equipment, furniture, woo on utensils, and sundry goods for daily 
use in scores of lines. 


Second, neighborhood factories and production groups built with funds 
raised by the urban residents themselves. To emancipate female labor 
during the Great Leap Forward, many dependents of workers and staff 
members were organized to form neighborhood factories and production 
groups as a form of participation in socialist construction. By 1978, 
there were altogether 23,100 neighborhood factories, with 1.6 million 
workers and staff members and a total output value of 6.329 billion yuan. 
In the past 20 years, the personnel, technology, products, and scope of 
production of the neighborhood collective industries have undergone great 
development and transformation. 


Third, the "7 May” factories formed by the dependents of workers in 
government organs, schools, army units, and factories. In response to 
Comrade Mao Zedong's "7 May" call in 1966, many government organs, 
schools, army units and factories set up dependents’ "7 May" factories, 
with independent accounting and responsibility for their own profits and 
losses. According to statistics up to 1978, there were more than 1,300 
"7 May" factories with a total output value of .171 billion yuan. 


Fourth, production cooperative organizations, formed mainly for the pur- 
pose of offering job opportunities to intellectual youths. In the course 
of the four modernizations, Beijing Municipality has made great efforts 
since March 1978 in setting up production cooperation organizations to 
accommodate intellectual youths awaiting jobs and to solve the employment 
problem. In only several months’ time, similar production cooperative 
organizations sprang up in many other cities like bamboo shoots after a 
spring rain. These organizations have greatly strengthened our collec- 
tively owned industries in the urban areas. 


For more than 20 years, collectively owned industries in our urban areas 
have undergone a fundamental change in many respects. 


First, in the collectively owned industries in urban areas, the extent of 
public ownership of the means of production has been greatly enlarged 

and these industries have acquired all the characteristics of a socialist 
economy. After the handicraft cooperation came into existence in 1956, 





transtormation trom tnadividual to collective and trom private to public 
ownership had been accompl shed in our handicratt,. Greater changes 
Lollowed, and now there are mainly two torms of urban collective 
industries: cooperative factories and neighborhood factories of a higher 
form, generally called "large collectives"; and production cooperatives 
(groups) and neighborhood production groups of a lower form, generally 
called "small collectives." Collective industries in these two forms 
are entirely different from handicrafts before the “three major trans- 
formations," and are therefore part of the socialist economy. Some 
people view the urban, collectively owned industries of the present and 
the individual handicrafts of the past in the same light and even call 
them a "capitalist tail." This is entirely wrong. 


Secondly, after technical transformation, the standard of mechanization 

has been raised in varying degrees. Handicrafts during the initial 

stage of cooperation and neighborhood production groups, wiich relied 
mainly on manual operation during the Great Leap Forward, hid very Low 
labor productivity. Now, after the technical transformation, many 
enterprises have adopted new techniques, new work processes, new equipment, 
and new materials. The collectively owned urban industries throughout the 
country are, on the average, 40 percent, and in some provinces more than 

50 percent, mechanized. Therefore, to equate the urban collective 

industry with the handicratts of the past does not correspond to facts. 


Thirdly, the class background of the workers and staff members has changed 
a great deal, since the workers and staff members of urban collective 
industry are now a component of the working class. Along with the develop- 
ment of production, their ranks have constantly been swelled by newcomers. 
More than 70 percent of them are intellectual youths brought up in the 

new society. There is also a considerable number of armymen returning to 
civilian lite. Former handicraft workers, independent producers, and 
family women have mostly joined the trade unions or even the party, and 
many of them have become backbone technicians or have been assigned to 
leading positions in enterprises. They are all part of our working class. 
Some people still treat workers and staff members of collective industry 
as “small producers" who are inferior to their counterparts in the state- 
run industry, or as "targets for remolding.” Politically, these workers 
and staff members are being discriminated against, and economically they 
cannot receive reasonable treatment. This is obviously wrong. 


After all, after more than 20 years’ development and transformation, our 
present urban collective industry is now entirely part of the socialist 
economy. This should be the basic starting point for us to understand in 
treating our collectively owned industries in urban areas. 
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ligectiy controlled by the state according to unified planning based on 
the needs of Che entire soclety. The production and operation of eol- 
lective tadusteles have to submit to state leaderahip and management tov, 
but for the colleetive economy, the estate plan serves only ae a guideline, 
Provided the guideline of state planning and the etate laws are complied 
with, and the socialist orlentation is upheld, the collective economy can 
pian ite own production in a way best suited to local conditions. Col- 
lectively owned enterprises produce 411 kinds of things, mostly email 
commodities made and sold locally. It is impossible to include all these 
commodities in the state plan, We should therefore attach great impor- 
tance to the role of the market under the guidance of the state plan. 
Except for the more important products affecting national interests and 
the people's livelihood, which must be placed under the unified state plan 
tor unified distribution, all other products should be taken care of by 
the enterprises themselves. Quantities and varieties can be decided on 
by the enterprises in the Light of market supply and demand, their 
specific conditions, and the provisions of varlous economic contracts 
with other parties concerned. Moreover, these enterprises are generally 
small, with simple production procedures but greater economic flexibility. 
Their line of production can be adjusted according to changing market 
conditions, and their production can be adjusted to meet consumption. 

Thus they can more effectively meet market demands. 


Third, from the standpoint of business management. Both collective and 
state-run industries practice tndependent accounting. However, although 
state-run industries are independent in accounting, their profits are 
handed over to the state and their losses are made up by the state under 
the syatem of unified responsibility for profits and losses. Their fixed 
assets and circulating funds are all allocated by the state, and even the 
wages and welfare funds of some enterprises are paid by the state. 
Business, either good or bad, does not directiy affect the benefits of 
the workers and stat! members. Collective industries practice independent 
accounting, too, but they are responsible for their profits and losses. 
Apart from the portion to be peid as tax at the established rate, the 
profite of collective enterprises are at their own disposal, within the 
limits of the collective economy, and can be used to improve the con- 


litions of production, to expand production, or to increase the (ringe 
senelfite of their workers and etat{t members. The collectives are 
responsible ‘or their own losses, which are not made up by the state. 


— 


The principle of independent accounting and the responsibility for profits 
mmc losses correctiv retiect the haracteristics and special teatures of 


t he llective « nomy a8 being suitabie tor the deve lopment ol product ive 
forces. They encourage the workers and stat! members to show greater 
oncern tor the peration and development of the enterprises, and they 
promote the enthusiasm of tte leader and workers in increasing produc ti 
tapping potent iai,. paving attention ¢t econoni resuits, and @aking more 


prot its tor the enterprises, At presen, in jiscussing tive improvement 





the system of economic Management in our countfy, Many comrades have 
proposed that the principle and practice of responsibility for protites 
and losses, tow cartied out by the collectives, be followed in the 
economic Management of state-run enterprises as well. This question 
deserves conscientious study and exploration. 


‘ourth, from the standpoint of distribution, The principle of from each 
according to his ability and to each according to his work is being 
implemented by both collective and state-run industries. The means of 
produc tion ifn stateerun enterprises are owned by the whole uociety, and 
the differences in the quantity of products and revenues created by dif- 
ferent amounts of means of production and different levels of technical 
equipmeit used, and other objective factors in an enterprise, do not 
Atfect the wages of the workers and etaff members. However, since the 
teans of production of the collective industries belonge to the collec- 
tives, the differences in the quantity and quality of the means of pro- 
duction among different collective industrial enterprises, and other 
objective factors, create different economic income, and this is 
inevitably related to the income of the individual workers and statf 
members of different enterprises. Therefore, the wages for the workers 
and staff members of collective industries cannot be set by the state on 
a uniform basis. Their wages should instead be determined by the collec- 
tive enterprises themselves, according to the development of production 
and the amount of benefits derived by individual economic units, and 
based on the principle of distribution according to work and of “he 

who works more gets more.” Wages for workers and staff members ot 
difterent collective enterprises should vary according to business 
results, 


Fifth, from the standpoint of democratic management. The cadres of 
enterprises owned by the whole people are generally assigned by the 
state, but those of collective industrial enterprises are generally 
elected democratically. Our collectively owned industries have 4 system 
of democratic management which has been proved to be successful: an 
executive board (the leading organ) and a supervisory board (the mass 
supervisory organ) created through democratic election by the workers 
and staff members; democratic control of finances, with periodic 
announcement of accounts to the workers and staff members; and delibera- 
tion and resolution by a congress of workers (commune members) or 
general meetings on important problems of production, personnel, and 
financial matters of the enterprise. Since the number of workers and 
staff members and their wages in state-run enterprises are limited! by 
the total number and total amount stipulated by the state, the 
replenishment of labor power is much less flexible than that of col- 
lective industries, which can promptly increase their labor power 
according to actual needs and after democratic discussion. Some “smal! 
Ollectives” even permit their personnel to come and go at will, and 
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to see the fruite of their Labor, and convenient for them to supervise 

the production and management of the enterprises, Under these conditions, 
the practice of colleetive ownership of the means of production, whereby 
the products are owned and controlled by the masses, will be able to 
foster the fine traditions of simplicity and frugality, self-reliance, 
hard struggle, “run the cooperative with diligence and thrift,” and demo- 
ecfatic Management, At the same time, if the scope of production is small 
‘or the collective enterprises, the workers and staf! members can more 
easily recognize their own duty and give full play to their activism in 
production, 


From the standpoint of the instruments of labor (mainly the tools of pro= 
duction), we can see that after the establishment of collective industries, 
the tools formerly privately owned and scattered are now concentrated for 
collective use and control on the principle of voluntary participation 

and mutual benefit. At present, since the means of production of 
collective industries is owned and controlled by the workers’ collectives, 
soclety has recognized and respected their ownership, and this recogni- 
tion and respect will help arouse their enthusiasm in working as masters 
of the collectives, When handicraft labor is largely used in production, 
the link between the labor expended and the fruits of labor are even more 
directly related. Therefore, the collective ownership of the means of 
production will induce collective workers and staff members to take better 
care and more rational use of their own workshops, machinery, and tools. 
Thus the means of production can be used to better advantage. The 

system of independent accounting and responsibility for profits and 

losses on the basis of collective ownership of the means of production 

can more effectively arouse their initiative in production. 


From the standpoint of the object of labor (namely the raw materials), 
the raw materials required by our collective industries at present are 
in the main obtained locally, processed iocally, and sold locally. Under 
such circumstances, the production of small lots of articles with 
frequently changing varieties; production using raw materials from 
widely scattered locations, which can be locally processed only in small 
juantities; production with raw materials provided by nature which can 
be processed in a simple way; production by making use of remnant 
materials; and so forth; if undertaken by small and medium-size col- 
lective enterprises, they will be more adaptable, more flexible, and 
more economical than would be the case in large enterprises owned by the 
whole people. By noting the changes in market conditions and the supply 
of raw materials, the collective enterprises can flexibly organize and 
promptly adjust their production to meet the consumers’ requirements and 
to expand their production. Under such conditions, with the means of! 
production owned by the collectives, the workers and staff members of 

the collectives will pay greater attention to the frugal and rational 
use of raw materials, and the raw materials can be used to great economic 
advantage. 
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Alter all, tot emalle-seale production that relies mainly on manual labor 
im the sporadic supply of faw Materials, the practice of the system of 
collective ownership will help organise labor, strengthen management, 
integrate the workers’ individual benefits closely with collective bene 
fite, and arouse their enthusiasm in promoting the collective economy and 
the growth of productive forces, 


Practice has proved that there is a etrong vitality in collectively owned 
industries in our urban areas. According to statiatica, from 1965 to 
19/8 the total industrial output value of our second Light industrial 
department increased by 188 percent. The total industrial output value 
of enterprises owned by the whole people increased by 153 percent, while 
that of collectively owned enterprises doubled. In Weithai Municipality 
of Shandong Province, the increase in the total output value of state-run 
industries in the 25 years from 1953 to 1978 increased 20-fold; that of 
the collective industries increased by 170 times. These facts show that 
when the productive forces of our country are developed to their present 
level, the existence and development of collectively owned industries in 
urban areas are an objective necessity. 


Vigorous Consolidation and Development of Collectively Owned Industries 
in Lrban Areas 


Collectively owned industries in urban areas have a strong vitality because 
ot their adaptability to the present level of development of productive 
torces. Therefore, the question now is not one of a transition from 
collective ownership to ownership by the whole people, but of vigorous 
consolidation and development of collectively owned industries in urban 
ireas, and of the solution of some problems which may hinder such consoli 
dation and development. 


first, collectively owned industries in urban areas must be fully upheld 
ind duly respected. Because of the “leftist” trend of thought and the 
detects and mistakes in our work since the time of handicraft cooperation, 
many localities and departments have recklessly altered the character of 
-Ollective enterprises by taking away their resources without compensati 
ind imposing on the coliective industries the gwethods of business manage 
ment and distribution that are used in the system of ownership by the 
whole people, with the resuit that these collective enterprises resembi: 
neither real collective enterprises nor enterprises owned by the whole 
people. Thus, people have different ideas about the character of co. le 
tively owned industries in urban areas. Some comrades hold that th 


present urban collective industries (mainly referring to the “lara 
ollectives") are only collectively owned in appearance but are actus 
local state-run enterprises owned by the whole peopie. We [eel / 
J/iew is wrong. It must ‘ oted that, despite encroachne mt 
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Nas fot been basically changed for the following reasons: |. The means 
of production of colleetive industries can be transferred only within the 
sphere of the collective economy, and not throughout the country as is 
the case with state-run enterprises. 2, The profits of collective 
enterprises that remain after the payment of government tax, instead of 
being directiy distributed by the state, are atill controlled by the 
collective itself, Some comrades hold that the practice of independent 
accounting and common responsibility for profite and losses among the 
“large collectives” hae changed the character of collective ownership. 

We feel that this is a misinterpretation. The common responsibility tor 
profite and losses among the “large cooperatives” means the common 
responsibility of a certain number of collectives, but not the unified 
responsibility of the state. Common responsibility for profits and losses, 
so long as the collectives’ external relations are not involved, still 
means the collectives’ responsibility. 3. The labor power of collective 
industries cannot be freely requisitioned by the state, and collective 
industries do not come from state investments but only from gradual 
accumulation by the collectives. Therefore, collective industries 
(including “large collectives") still retain the character of a collec- 
tive economy. The claim that the present collective industries are 
actually local state-run enterprises under the system of ownership by the 
whole people can only serve as a green light for equalitarianism, indis- 
criminate requisition, and infringement of the rights of ownership and 
self-management of the collective economy. Therefore, to consolidate and 
develop collective industries in urban areas, we must recognize them for 
what their name stands for. Those collective enterprises which have been 
taken over by the state, and the property which has been indiscriminately 
requisitioned because of equalitarianism, should all be returned, while 
any measures which may infringe on the rights of ownership and self- 
management of collective industries should be corrected. 


Secondly, greater power of self-management should be insured for collec- 
tive industries in the areas of business management and profit distribu- 
tion. At present, the profits of collective industries remaining after 
the payment of taxes are shared at different levels from the bureau 
(company) or region (county) down to the neighborhood, with very Little 
(generally about 20 percent) left for the enterprises themselves; some 
of the enterprises even get nothing at all. This method of distribution 
is against the economic character of collective ownership, and the 
erroneous method of “equalitarianism and indiscriminate requisition: has 
seriously obstructed the development of collective industries. The 
portion of profits for the collective enterprises should gradually be 
increased as circumstances permit. For example, Shandong Province had 
stipulated that, starting in 1976, the collective enterprises, after 
paying income tax and contributing to the operating funds of the 
cooperating establishments at the provincial and prefectural levels, 
should distribute the net profits as follows: "Small collectives” or 


71 








cooperatives (groups) retain 80 percent, with the reat being handed over 
to the departments in charge at the county and municipal levels” “large 
vllective’ cooperative factories retain 20 percent, after handing over 
50 percent to the depart@ents in charge at the municipal and county 
levels. in our opinion, in the present situation the method used in 
Shandong Province can serve as a reference. At present, the sharing of 
collective enterprise profits by the departments in charge is quite 
benetictal for the development of collective industries for the following 
reasons: tl. In the spirit of mutual support, this method can help some 
collective enterprises that have suffered losses because of certain 
objective or temporary reasons. This embodies the superiority of the 
socialist colleetive economy. 2. This share can be used for tapping 
potential or for renovating and transforming some collective enterprises 
in order to expand production. 3. It can be used for establishing new 
collective enterprises to turn out certain urgently needed products-<-a 
job tor which the state has no time. 4. It can be used on some large 
welfare projects for workers that cannot be undertaken by a single 
collective enterprise. in some localities, however, the administrative 
departments have lavishly used funds from the profits of collective 
industrial enterprises without basically benefiting these industries. 
This can be considered a form of expropriation against the laboring 
people and must be resolutely checked. 


Thirdly, the principles of distribution according to work, more pay for 
more work, and more gain for more production mist be resolutely imple- 
mented. Urban collective industries, like the economic system of owner- 
ship by the whole people, should practice the principle of from each 
according to his ability, to each according to his work. For a long 
time, however, equal work does not mean equal pay for the workers and 
staft members of collective enterprises, because their wages and fringe 
benefits are as a rule lower than those of their counterparts in enter- 
prises owned by the whole people. For many years, despite the big 
development of collective production, the wages and fringe benefits of 
these workers have not been raised because of the old convention that 
“collectives cannot be higher than the whole people." This unreasonah.: 
phenomenon must be corrected. If a collective enterprise's business 
better, the wages and fringe benefits for its workers and staff members 
can be higher than those of the other collective enterprises of the 

same trade. In fact, they can even be higher than those of enterpris 
owned by the whole people. Another reason for the lower pay and (rinse 
benefits for collective workers and staff members is the recent abolition 
of the bonus system, which for many years had been proven useful for l- 
lective enterprises. The bonus system was suitable to the characteristic: 
and special teatures of \llective ownership, because it embodied not onl 
of more pay tor more work, but also that of more gain for 
more production. Different enterprises, or the same enterprise in 
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difterent yveirs, could have dillerent business results or earn dilterent 


mounts of profits, and the amount of bonus for every worker or etatt 
member would be ditterent. The bonus system could directly link the 
income of the workers with the business results of the enterprises, help 


arouse their enthusiasm in production, and encourage them to show greater 
concern for the operation of the enterprise. This system therefore 
should be quickly restored, 


Fourthly, new collectively owned industries in urban areas should be 
strongly supported and developed. At present, new collective enterprises 
primarily intended to provide job opportunities for intellectual youths 
are widespread in various parts of the country, and outstanding successes 
have been achieved in solving the employment problem. However, we 

believe that in developing these collective enterprises, we should at the 
same time pay attention to these questions: 1. The principle of voluntary 
participation must be upheld, and the road of self-reliance must be taken 
in order to start the enterprises off with diligence and frugality. There 
should be no such thing as a "government-managed collective." Historical 
experiences have proved that if the production cooperatives are organized 
by the masses themselves through self-reliance and painstaking pioneering, 
the masses will deeply cherish the collective economy, and the individual 
benetits and economic results of the collectives will be closer. There- 
tore, there will be a greater likelihood of democratic management, running 
the cooperatives (factories) with diligence and frugality, meticulous 
calculation, and careful budgeting, and less likelihood of “eating out of 
the same pot" and relying on an “iron rice bowl" supplied by the state 
without any consideration for economic accounting. In this way, the 
collective economy will be full of vitality. 2. The state must provide 
guidance to the newly established collective industries so they will not 
act blindly. These industries must firmly adhere to the principle of 
obtaining raw materials locally, processing them locally, and selling the 
products locally. They must never compete with the big industries for 
raw materials, and must never become "small coal tigers" or "smal!' 
electricity tigers.” Their production must be based on consumption, and 
their products must suit market demand. They should also pay attention 

to environmental protection in the cities and must not run enterprises 
which cause serious pollution and a great deal of the “three wastes” 
[waste gas, waste water, and industrial residue]. 3. The new collective 
industries can take many forms, such as production cooperatives, or 
supply, marketing and production cooperatives under unified leadership, 
which will assign production tasks and distribute raw materials to 
different locations. However, they must be run as genuine collectively 
owned enterprises. They must carry forward the older collective 
industries’ good practice of independent accounting, responsibility for 
protits and losses, democratic management, and running the cooperatives 
with diligence and frugality. They must not "eat out of the same pot” or 
"hold an iron rice bowl" in managing their businesses. 
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RCONOMIC PLANNING 


MATHEMATICAL MODELS USED POR ANALYSIS OF NATLONAL ECONOMIC PLANNING 


beijing JINGJT YANJii | ECONOMIC RESEARCH] in Chinese No 2, 20 Feb 80 
pp 92-59, Li 


[Article by Yu Qingwen [0060 3237 2429) and Gong Zhuming [1362 5511 6900): 
“Preliminary Exploration into Mathematical Models for Systematic Planning 
ot the National Economy" ] 


\Text) On the basis of a macro quantitative analysis of the structure o! 
the national economic system, this article will attempt to study the 
methods tor an overall balance of national economic planning and the eco- 
nomic effects and possibility of such planning. 


the national economic system is like a gigantic and complex machine. Peo- 
ple teed raw and semi-finished materials, labor power, money and so forth 
into this system and then, through its operation, transformation and pro- 
cessing, various products will be turned out to meet social needs and the 
requirements of expanded reproduction. Obviously, the increase of its 
efficiency and its aggregate economic results demands that the complex 
mechanism between various inputs and outputs be clarified. In addition 
to a qualitative analysis, there should also be a quantitative descrip- 
tion in order that the quantitative relations concealed among the vari- 
ous qualitatively reflected factors can be clarified for a comprehensiv: 
analytical study. Only thus can we obtain satistactory resuits. This 
tudy is based on a certain theoretical hypothesis and the utilizati: 

of relevent statistical and experimental data tor an analytical stuc 


tr juantitative relations among various tactors of objective econor 

phenomena and the mstruction of quantitative economic models io 

national economic system. It will also attempt to analyze the str 
of the national economy, prove the theoretical hypothesis, predic' 

trend of economic development, select the decisive policies, and set one 
r mre goals including even the optimal result for the entire systet 

order ¢t mtrol and guide the development of the national economy a 


ing ro pt ple expectation. 








back of af experimental basis (because the Large amounts of Cite, manpower 
and Material resources required are weually prohibitive), people still 
find it difficult to understand the objective laws of its qualitative and 
economic development, and have therefore usually acted somewhat blindly. 
lhus eneouragement to the study of various types of economics, particular- 
ly the study of quantitative economics, is quite necessary 48 4 means of 
conducting @eticulous and scientific analyses of the prevalent objective 
economic phenomena, summarizing them with mathematical methods, carrying 
out various numeral simulations with electronic computers, and then work- 
ing, oul a theoretical model which is strictly accurate in mathematics and 
xenerally applicable in concept, and which, through practical experiments, 
can help draw correct conclusions. If practice can prove the establish- 
ment of the conclusions, then the use of the constructed models, aided by 
an intelligent anticipation of what may happen in the future, what goals 
will be expected by people, and other factors, can help us predict the 
tuture sctentifically., This will be of great significance in not only 

the numeral experiments and simulations of various plans and the dis- 
covery of the best plan tor decisive policies, but also in providing a 
better understanding of the objective economic phenomena and in strengthen- 
ing our sctentific approach and reducing cash actions. 


we have constructed a quantitative economic model for the national economic 
system, and have used it for numeral simulation with electronic computers. 
Although our work has been rather crude as shown by the results, it can 
nevertheless reflect certain quantitative relations in the national eco- 
nomic system and help us conduct a comparative analysis on the economic 
results ot various plans and at the same time fairly accurately predict 

the trend of development of the national economic system. 


l. fhe Method of Constructing Quantitative Economic Model 


fo demonstrate the laws governing the objective economic phenomena, we 
usually adopt a series of systems of indices; use various methods of in- 
vestigation to study the quantitative aspects of social economic phenome- 
na; collect, arrange and record large amounts of data; and use these data 
to expound the time component and the relations between various indices. 
However, in the complex economic system, there are many factors which can 
restrict or influence one another. In fact, all these factors are con- 
stantly changing, and some of them have the effects of random factors. 
Under such conditions, a simple proportional analysis is not enough. 
Therefore, it is necessary to form a quantitative economic model which 
has the etfects of various random factors. 


The so-called quantitative economic model combines the relations between 
the various factors of actual economic phenomena with people's practical 
experience to form a set of mathematical formulas reflecting the quanti- 
tative relations and a series of specific calculation methods for des- 
cribing the laws of the development of the subject matter. Because of 
the complex nature of objective economic phenomena, it is practically 
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impossible for the model to clearly show every minute detail and all the 
ooditlons of change in the subject matter, We can only bear in mind 

the objective of our study, set a simple hypothesis based on the signs 

of objective realittes and let the abstract model reflect the main aspects 
of the subject matter in theoretical terms, so that it will be more under- 
standable to people (looking tor a solution). This is the general prin- 
iple tor us in torming the quantitative economic model, 


in the concrete construction of a model, we usually form a  .scriptive 
model, meaning that we have to regard the subject matter as an entity-- 
system=-laving some special functions and being formed of many interde- 
pendent, interacting and mutually restrictive components. We then sepa-~ 
rate this system into the relative input and output portions (without 
interlering with the internal transformation mechanism of the system) ; 
clarify the system's relations with input and output, and conduct an 
analysis by tracing the input forward and the output backward. The in- 
put portion of the system is thea transformed through the various inter- 
nal sub-systems into the output portion relations. At the same time, 
incidence relations are formed among the various sub-systems. Through- 
out the entire process of the construction of a model, we must concentrate 
our attention on the main theme, control theprincipal contradictions and 
simplify the insigniticant factors as much as possible. Therefore, this 
calls tor a thorough understanding of the quality of the subject matter 
and the use of scientific methods and technical skills in a process of 
repeated experiments and gradually accumulating knowledge. 


An actual economic system can be expressed by a set of random relations 
of random variables. The mathematical model is generally as follows: 


Y = £(X,B) = U (1) 


wire re Y--dependent variables, vector (sometimes called "caused" variables), 
namely, the various indices selected in the system 1 y2 0: X-- 
independent variables vector (sometimes called "causal" variables), namely, 
the variables predetermined in the system (x), Kaori) 3 B--the undeter- 
mined parameters; they are (8 » Bba,y---B_)3 L-=the random [actors inherent 
in the system which cannot be expfessed by factors in X; they are (U), 
deeeela)y Fe-a mathematical function which shows the interrelationship 


between the various factors and indices. 


in a practical economic system, certain objective relations exist between 
individual indices and various factors. However, these types of relation 
take different forms in different subject matters. In some problems, th 
may be some entireiy correct relations among the variables according 
certain theories. These relations are called functional relations. In 
other problems, however, because of the many incidental factors in obje: 
tive economic phenomena, there can be imperfect relations among some 
variables, and people may not readily understand their effects. However, 
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even amony these tndeterminable relations among the variables, there still 
exist som determined relations, which people call statistical correlations 
or correlated relations. In a macro economic analysis, it is usually ite 
possible to clearly tliustrate the funetional relations between various 
indices and various tactors, or among various random tactors. The rela- 
tions among them are statistically correlated, After setting up the cor- 
relative relations between various indices and factors to torm a system 
and observing its data for only a Limited number of times, we can use the 
method of statistical analysis (such as regression analysis) to construct 
i model tor a particular subject matter and at the same time work out a 
reliable estimate. 


Below are some examples of general Linear multivariate normal models to 
be used as illustrations of the process of the concrete construction ol! 
a model. The so-called linear model is based on the hypothesis that be- 
tween a certain random variable y and p number of factors (MH, Kan gooey Xi) 


. 


there are the following linear relations: 


y= By + By + xy + By · xy te + BS xy tu 8) 


According to the limited (say N times) observation of data in a system 
(Xeys Yale Ke 1, 2,6--N5 Jos 1, 2,..-p3 and with the method of regression 


analysis, we set up the correlative relations between index y and various 
factors Ry.» 80 that the statistical expectation of the random factor will 


be O, or tend to become 0, namely, E (u) = 0; under these conditions, the 
estimated value b; of various undetermined parameters B; (i = 0, 1, 2,... 
p) and the estimated value y, of yy, are obtained through the method of 
variance analysis employing data from statistical experiment. A precise 
estimate can then be obtained. When N number of da observations are 
used to substitute for (2), we have 


va = By + 3 Bias +4 (= 1, 2--0-ND (3) 
=! 


The usual hypothesis uy has a normal distribution, with E(u, ) = 0, the 


covariance cOv(uy, ym Ee{O|kach, o*|/k=h}, (o— being the standard derivation). 


rhe estimated value ot hypothesis YE By thus obtainec is 


i=b, + — — — k= 2. N (4) 
i=! 


With (4) subtracted from (3), there is 


uy = Yu — I k=1,2)°*°** »N (5) 
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wtitletent ; can be determined by Che Least square method on the N num 


root data observations, so that the square and Q-= Lu of the rggres 
' 
sion tactor Cresidual error) will be minimized, For example ,Q™ Dy Gut? 
. &t 


will become minimu. According to the principal of mathematical analysis, 
we will understand that by should meet the following equations: 


0Q 9 * i1,2p (6) 
aby 
\iter arranging them in order, we have the tollowing matrix equation with 
b; as the unknown number: 


Her . A= (8y) oxp * X 
B= (bis bay yee» BR, , ’., 
Ce (Cy, Cay reveeey Gy)! 
N 
a= De a — 8) CyB) = Oy ) (8) 
k=! 
N 
C Dd ou —%&) Oa -P | 
k=! 





i,j= lL, 2, 0 


N N 
ln the formula: X= DOXu LL, 2,cerrrry Dy i=y by 


ko} he! 


ion (7/7) in be easily solved with some familiar methods, such as the 
ition method, the resolution of matrix, or algebra (see relevant 
kcuments on linear algebra). 


wi at has been mentioned above is about linear models. Nonlinear modeis 
ace tar more complicated. Under certain conditions, nonlinear relation 

m acquire a torm similar to that of Linear models through variable trans 
ormation. Thus, we can utilize the above method of “xianxing moxing’ 


[linear model} construction to form this type of nonlinear model. Fo: 
example: 
F musi 
n = i=! n 
Nonlinear relation yurere *@ (some production functions 


long to this type), after the transformation, can become 
DP. — 

LLNy LNe+ > bx, + Nu 
i-! 


in form, which i ene rails ilied extended linear model. inde ther 


mditions, yever, even with the use of transformation, this relat 
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LL. PROTECTLONISM SALD PROTECTING BACKWARDNESS 

1GREN RIBAO in Chinese 29 Apr 80 p 2 

‘ation report by staff reporters: ‘“Protectionism Means Protecting 
mn @8S enterprises were permitted to tind work tor themselves 


iilor their production to the needs of the marketplace, many began 
te in producing popular items and items in great demand. This has 


rise t ertain anarchism in the productive effort and it has led 
irades t lemand that this experiment be ended. These comrades point 
1 mpetition belongs only in a capitalist society. It does not fit 
e socialist system. 
r, 4@ Larger number t enterprise-level cadres and comrades involved 
itter lisagree. They believe that competition is only budding 
ther: room tor more. Thev are convinced that if competition i 
i, it will hel to weed it mismanaged enterprises and 
acl i ucts. Isn't this a good thing for socialism? 
r. ilities and departments have turned tx “prot { 
t eit irisdiction © lemand the use 
jalit rd the ro t im ! 
‘ ‘ pital t I T 
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i Lt beni . Ole CHLOPPE LSS that turn it , if 
it mot recelvlng enough orders, whils wm interior entel 
irking to tull capacity or running a backlog. = Fi : 
womical Machinery Factory has been making alr-coolin; item 
irs. ait st of each unit ts 20,000 yuan, his year it has 
not re rder. Another ftactory making similar units is no 
nological mpetence and runs at a cost 3 or @ times highe 
in Chemical Machinery Factory. [It has received many rders, 


rrotecllonism, Simllar cases are known everywhere, NO Goubt 
| protectionism is keeping the national economy ot! balance 


the industry from achieving spectalization, and is keeping 
rg nterprises from making progress. While protectionism is 
ly keeping some enterprises “well fed" with orders, it is at 
time denying them the benefits that come with the pressure o! 
nm. lt is going to do tar more harm than good to these enter- 
the Long run. 
roblem has also surfaced. It is known as "technological blockade.” 


we KnoW, some enterprises and departments refuse to share their 
with others in order to maintain their competitive edge. For 

ne manutacturer ot electric generators has made a breakthrough 
hnology otf making brush-less generators. While it will warmiv 
sitors tro ‘ther factories, it will not say one word about its 


rets. in many cases even non-competitors refuse to trade secrets. 
is have tormed on this issue. Some comrades are of the opinion 


wWlowical blockade brings shame to socialism and that competition 
2. ‘thers are of the opinion that tree technical exchanges as 
the past encourages "free-loading"” and discourages the 


to develop new technology. <A certain manufacturer of high 


witches spent a lot of time and effort in developing two type 
iLi 1igh voltage switches. It received a phone call trom its 


rderine it to hand over its drawings to two or three tellow 


nuracturers. The latter made a minor mprovement on the ris inal 
immediately received commendations. This incident irew this 
tt e people: In a situation like this, who would have th 
leve ew technology and who wouldn't want to wait on the 
rades in ¢ nomi lepartments point out that while w innot 
il monopo!] or issue technological patents as in the 
intries, we must admit that unconditional technical exchange 
i ( ‘ " ist lid imped technical! idvancement. hey SUL ie t 
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t it, there ire ' rious ways whl 8 Cr eT 
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[ICAL ECONOMICS RECOMMENDED 


is Ww in ‘ hinese } May SU ) 4 


te: The Dictionary ot Political Economics, the first 


ind in China, is soon to come off the press, lt was 
on. This will be welcome news for those readers who 
nt themselves with economic theories while striving 


moagermiZacLlons. 


ispire by MarxismLeninism-Mao Zedong Thought, seeks 
to practical action. [t includes a complete collection 
ed within the scientific system of Marxist political 
ovides correct explanations to new applications and new 

it arise out of practical considerations. Its incorpora- 
| inese economic terms and concepts gives the dictionarv 
\inese flavor. It is a collective accomplishment of Chinese 

ler the noted economist Comrade Xu Dixin |6079 3321 24501, 
tor-1 le 
it irryv in ir page in introduction to the Dictionarv 
je have taken four sample entries from the 


na t is publi ition to our readers. 
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the entries according to the number of ' rush strokes in the firet character). 
his type of presentation lends an organic whity te each part. This is to 
say that each part again forms a4 part and parcel of the oregar.c whele, 

fven beginniers will find it easy te use, Por exemple, take the part 
introduction te Political Feonomicse, This intfoduees readers to terme 

used by Marx, tngeie, Lenin, Stalin and Mao Zedong to enable them to re: ch 
@ systematic understanding of what the revolutionary teachers and their 
works on economic issues had to say about political economics, By studying 
the terminolegy of political .conomics, (such as political econonmice, 
political economics in its broad sense, political e ‘somice in ite narrow 
sense, Marxist political eocnomics, bourgeois classi.al political economics, 
hourgeois vulgar political economics, petite bourgeois political economics), 
readers will form 4 good picture of what political economics is for, to 
which clase it belongs, and how it started, developed and evolved. Then, 
when readers go through such terms as sode of production, relations of 
production, forees of production, production, exchange, distribution and 
consuumption, they will form a good understanding of the basic scope and 
tenets of political econo .*s. 


As another example, take the port on Captialism. Thies part ie basically 
Organized alone ihe pattern of tie book “Das Kapital.” It goes from 
capitalist production to the process of circulation of capital and 
finally to the process of capitalist production as 4 whole, It covers 
the entire practical and theoretical scope of capitaliem as analyzed in 
“Das Kapital.” 


Preparation of this dictionary follows the guide provided by Marxism- 
Leninism-Mao Zedong Thought and is intended to mesh theoretical concepts 
with practical applications. This intention is made clear by! 1. Sub- 
jects included in the dictionary geaerally fall within the province of 
Marxist political economics. Besides, there are entries that deal with 

new explorations and new ideas that were not mentioned in Marxist classics 
on political economics but which have arisen out of political considera- 
tions. Also included in the dictionary is a body of information on common 
and popular terminology covered in bourgeois political economics. 2. Where 
definitions by Marxist classical writers are available, direct quotations 
are used to define the entries. Where such definitions are unavailable or 
where existing definitions are inadequate in explaining newer applications, 
entries are defined in the same manner and spirit the classical writers 
would have defined them if the same aodern-day situations had existed then. 
3. Definitions are written from a Marxist standpoint, viewpoint and metho- 
dology regardless of whether they are explanatory, interpretative or critical. 
Care is taken to insure that conformity to Marxist standpoint and viewpoint 
is not achieved at the expense of relevance to time, place and circumstances. 
Preparation of the dictionary reflects an adherence both to Marxist basic 
principles and to the principle of distilling truth from practice. The 
dictionary carries 4 strong Chinese flavor. This is clear because of the 
following characteristics. 1. Many entries are of a purely Chinese origin. 
For example, the part on Pre-capitaliem includes terminology of Chinese 
ancie,t and ginority societies, such as the Maternal Commune Svetenm at 
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Baipo, the Paternal Commune System of the Dulong Tribe, the Slave Syetes 
of the | Tribe at Liangshan, and the Tibetan Serf System. In the part 
that deals with Semi-colonial, Semi-feudal and New Democratic Leonomy, 
there are terme related to economic issues of our recent history in China, 
in the part that deals with the History of Reonomic Philosophy in Chine, 
there are terme used by historical Chinese thinkers from Confucius to 

Dr Sun Yat-Sen to explain their ideas on economic matters, in the parte 
that deal with Socialism and Departmental and Professional Feonomy. thet 
ate .orme that describe the political line, guiding principles, policies 
and seasures adopted during the periods of our socialist revolution and 
socialist construction, Obviously, a dictionary like this has to ine i ude 
terminology of purely Chinese origin. If a dictionary of political 
economics, compiled and published in China, omits terminology of purely 
Chinese origin, it could not justify ite existence. In this dictionary, 
roughly one-fourth of the material concerns terminology of Chinese origin. 
This is why it calle itself a dictionary of political economics, not a 
dictionary of Chinese economic terminology. 2. Definitions are written 
in such 4 way a8 to be relevant to practical applications made in China. 
They reflect both the universal Marxist truth and the situation peculiar 
to China in applying that truth. They are enlivened with date and practical 
experiences gained in China and with examples of what has been accomplished 
in our country. Readers are made aware that what China has experienced 
and has done is unique as far as China is concerned and is not to be mie- 
taken a8 universal law. By the same token, readers are aiso made aware 
that the universal law is not confined to what China has experienced an’ 
to what it hae done. 


Thies dictionary is up-to-date in reflecting latest developments, Thie i» 
made clear by: i. The dictionary includes new achievements, new conces't» 
and subjects under study by Chinese economists since the downfall of [iw 
“gane of four.” For example, it offers up-to-date definitions on the scope 
of socialist production and the reason for ite survival, the role of t'» 
law of prices in a socialist system, competition in 4 socialist svsten, 
the principle of material benefits, forces at the marketplace, and the 
principle of “to each according to his work.” When it deals ..th con- 
troversial issues, it sete out ali different viewpoints according ¢ 
principle of “letting one hundred schools of thought contend.” Por exam 
readers will find under the entry “Socialist Production” three contes 
viewpoints: allowing two different types of socialist public owners! 

to exist side by side, granting relative independence to socialist ente: 
prises, merging 411 local work forces into me national work force | 

under a unified standard of “to each according to hiv work.” 2. 1)» 
dictionary contains terms and concepts that arise from our current e« 
refors program and demand our attention, such a8 urban collective owne:.> | 
compensation for the use of real properties by the state, economic be: 
economic returns, joint-ventures between foreign and Chinese operacor 
subsidized trade, export processing zones, ultimate products, econo 
structure, economice leverage, and so forth. 3. The dictionary lis: 

and concepts that are peculiar to such socialist countries as Romania, 
Yugoslavia, and the Democratic People's Republic of Korea, euch o- | 
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GENERAL ECONOMIC INFORMATION 


NEWLY PUBLISHED BOOK ON SOCIALIST ECONOMY REVIEWED 


Beijing JINGJI YANJTU [ECONOMIC RESEARCH) in Chinese No 1, 20 Jan 80 
pp 76-80 


[Article by Wu Shuqing [0702 2685 7230]: “More Research on Socialist 
Economic Theories in the Light of Actual Conditions—an Introduction to 
Comrade Xue Muqiao's [5641 255° 2890] Book ‘Theoretical Problems Con- 
cerning the Socialist Economy'") 





[Text] Comrade Xue Mugiao's book "Theoretical Problems Concerning the 
Socialist Economy” has recently been published by the People's Publishing 
House. 


Comrade Xue Mugiao is a noted economist in our country. For a long time 
he has attached very great importance to research on socialist economic 
theories and has consistently stressed that “the comrades engaged in 
practical work should not hesitate tc spare some time for theoretical 
research in order to discover the objective laws of the development of 
things around them.” (p 169--all unattributed page numbers are from 
Comrade Xue Muqiao's book, “Theoretical Problems Concerning the Socialist 
Economy.") Since the national liberation, Comrade Xue Mugqiao has 
published sany theoretical articles based on the practice of our 
socialist revolution and socialist construction. “Theoretical Problems 
Concerning the Socialist Economy” contains over a dozen articles and 
reports published in journals be*ween liberation and the Great Cultural 
Revolution. These articles and reports reflect his views on 4 series of 
important questions concerning socialist economic theories. This collec- 
tion of articles concerns aany problems, both past and present, on which 
there have been different views among academic circ.es. Comrade Xue 
Muqiao'’s views in some respects are originally his own, and in others, 
as he said in the “Preface” of his book, “largely reflect the general 
ideas of many economists in our country at present.” (p 1) It is a 
typical way of reflecting the process of development of ideas among our 
economic circles. Today, when the focus of the work of the whole party 
and the whole country has been shifted to socialist modernization, and 
when there is an urgent need to strengthen research on sovialist economic 
theories, the publication of Comrade Kue Mugqiao's collection of articles 








will undoubtedly be of assistance to us in summing up our experiences in 
research on economic theories over the past 17 years, in studying the 

new situation more deepiy, and in solving new problems during the progress 
of the four modernigations by combining theory with practice. 


Comrade Xue Muqiao's collection of articles touches on many questions. 
This article will attempt to briefly introduce several of then. 


On the internal Contradictions in a Socialist Economy 


It may be said that the socialist economy's internal contradictions form 
the basic starting point in Comrade Xue Muqiao's study of socialist 
economic theories. He held that when the socialist transformation of 
agriculture, handicraft and capitalist industry, and commerce had won a 
decisive victory, the contradictions between the socialist economy and 
the nonsoctalist economy in our national economy were relegated to an 
insignificant position, and the internal contradictions of the socialist 
economy gradually became the main problems which needed to be studied and 
solved. He held that in order to master the laws of socialist economic 
development, it was necessary to proceed from reality and from the internal 
contradictions in a socialist economy in analyzing the entire process of 
socialist production, distribution, and expanded reproduction. His views 
on the whole set of important theoretical problems concerning socialist 
economy were related to his views on the internal contradictions in a 
socialist economy. 


While conducting a concrete analysis of the internal contradictions in a 
socialist economy, Comrade Xue Muqiao held that, aside from their harmony 
and yet their contradiction with the productive forces, there are many 
complex contradictions in the socialist relations «f production themselves. 
These contradictions are mainly those between the economy of the system 
of ownership by the whole people and that of the system of collective 
ownership; the contradictions between the collective and individual 
interests within the .wo types of socialist public ownership; and the 
contradictions between the state and the state-run enterprises, and 
between different types of state-run enterprises. He pointed out that 
these contradictions are in essence contradictions of material benefits. 
These contradictions of material benefits are determined by the develop- 
ment of the socialist productive forces and relations of production at 
the current stage, and are actually based to a certain extent on the 
development of productive forces. Whenever the productive forces are 
not yet sufficiently developed to permit the existence of a single 
economy of ownership by the whole people, the contradiction between the 
two different types of socialist ownership will remain; also, whenever 
social products are not sufficiently plentiful for distribution according 
to need, conflicts of interest between the collective and the individual 
and between the whole and the part cannot conpletely disappear. Therefore, 
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some suitable methods for adjusting the interests of both sides must be 


adopted, Comrade Xue Mugqiao's views on the problems of commodity produc- 
tion in 4 socialist society, the law of value, distribution according to 
work, planned economy, its speed and proportions, and so forth, are 
without exception related to a correct adjustment of the interests on 
both sides of the contradiction, or are guided by thie adjustment. His 
view that, after the socialist economic system has been basically 
established, we should study the socialist economy's internal contradi: 
tions as our firet concern and then explore the objective lawe of 
socialist economic development is undoubtedly enlightening. 


On Commodity Production and the Law of Value iu a Socialist Society 


The problem of commodities and the law of value is an extremely important 
one in socialist economic theory. The correct approach to this problem 
is not only of great theoretical but also of prc found practical signifi- 
cance. Before the Great Proletarian Cultural Revolution, this problem 
was thoroughly discussed many times by our economists. Comrade Xue 
Mugiao took an active part in these discussions, which also provided 
fairly important material for his book. 


Comrade Xue Muqiao held that among the methods for adjusting the socialist 
economy's internal contradictions, the most important one is the “exchange 

of equal value.” It was based on this understanding that he expressed a 
series of views on commodity production under the socialist system and on 
the law of value. 


As to which type of production under the socialist system comes under the 
category of commodity production and the reason for it, Comrade Xue Muqino, 
after affirming the existence of internal contradictions in a socialist 
economy, pointed out: "Many products in a socialist society not only have 
the form of commodities, but also in varying degrees have the essence o! 
commodities.” (p 187) This includes not only those products exchanged 
between the different systems of socialist public ownership and the 
consumer goods sold by the state-run enterprises to their own workers 

and staff members, but also the means of production exchanged among 
state-run enterprises. The reason for this is that in 4 socialist econo 
there exist not only contradictions of material benefits between tie di! 
ferent systems of socialist public ownership, and internal contradict io: 
between collective and individual interests, but also contradictions» 
between the central and the local governments, the state, and the enter- 
prises and between different departments and different enterprises--ai) 
within the system of ownership by the whole people. All these ore 
contradictions of material benefits. Each state-run enterprise has i 

own independent economic accounting and computes its own profit and low 
and thus “considers its own material benefits in exchange.” (p 61) 











“Nobody would willingly and unconditionally give away to another enter- 
prise the wealth created by himself." (p 31) Therefore, the contradic- 
tion between them should be resolved by the method of exchanges of equal 
value. For the same reason, in a socialist economy, the use value of the 
products of labor should still be regarded as value to be realized through 
exchange. There ia still the dual character of value and use value. 
Therefore, Comrade Xue Muqiao did not share the view that a product can 
be called a commodity only when it is exchanged between different types 
of owners, or that a commodity exchanged between owners of the same type 
have only the “form” or “outer covering” of a commodity. He held that 
the study of the production of commodities should not be bogged down in 
conceptual debates, and that it should proceed from the actual contents 
of the relations of exchange so that the essence can be explored. 


On the ott hand, Comrade Xue Muqiao held that since commodity production 
under the socialist sysiem takes place in a system of socialist public 
ownership and is controlled by national economic planning, and since the 
price is set according to plan, the law of value no longer plays a role 
resulting in a partial qualitative change. Thus, strictly speaking, 
there is no commodity production or commodity exchange. The commodities 
exchanged between the two different types of public ownership, and the 
consumer goods sold by state-run enterprises to their own workers and 
staff members, involve a change of ownership, and the difierence in 
price affects the distribution of national income between the state on 
the one hand and the peasants and workers on the other. Therefore, the 
element of commodity definitely exists. Exchanges of products between 
state-run enterprises involve no change of ownership, and the question of 
distribution of national income does not arise. Therefore, the element 
of commodity here is very small. He held that the entire socialist 
period involves a period of transition from commodity to noncommodity 
and the gradual disappearance of the substance of commodity. Thus 
“commodity in a socialist society is both a commodity (because it has 
certain properties of commodities) and not a commodity in a strict sense 
(because it has lost some other properties of commodities). It is a 
form of transition from commodity to noncommodity.” (p 196) 


Based on these views of commodity production, Comrade Xue Muqiao held 

that while the law of value still exists in a socialist economy as the 
basic law of commodity production, it is no longer able to play its 
spontaneous and unrestricted role in regulating production and circulation 
as it does under the capitalist system. Its position and role in national 
economy have undergone a very significant change. 


In his concrete anaiysis of the role of value in a socialist economy, 
Comrade Xue Muqiao divided this role into two types. He held that the 
first role of the law of value demands that all products be exchanged 
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according to the amount of socially necessary labor involved, and that 
‘he second role is the regulation of production and circulation through 
price fluctuations and changes in demand, In a socialist economy, the 
firet role of the law of value should be observed in all exchange 
activities; otherwise it will not help resolve the socialist economy's 
internal contradiction», and it may even hamper efforts to curtail pro— 
duction costes and raise labor productivity. Aas to the second role of 
the law of value, there is the question of utilization or restriction, 
because it can be either utilized or restricted according to different 
circumstances in the process of production and circulation. He did not 
share the view that the law of value is an objective law and that its 
role therefore cannot be restricted, He held that the restriction of 
the role of the Law of value and the transformation of the law of value 
are two entirely different issues. In a socialist economy there are 
objective conditions for restricting the role of the law of value, such 
as the socialist public ownership of the means of production and the law 
of the planned and proportionate development of the national economy, 
which plays a leading role based on the public ownership of the means of 
production. Under such conditions, the state can strictly control prices 
according to plan, and the regulative role of the law of value is very 
wuch restricted. 


While upholding the view that the role of the law of value has been 
seriously restricted, however, Comrade Xue Muqiao still attached great 
importance to the point that a socialist planned economy should consciously 
use the law of value. He said: “The conscientious study of and cautious 
approach to the law of value are still very important matters in our 
economic law." (p 201) In a socialist economy, we must not only observe 
the first role of the law of value, but also refrain from ignoring its 
second role, because the national plan can regulate only the main portion 
of socialist economic activities--the portion which is of decisive 
significance to national economic development--but it cannot include the 
production and circulation of all products. Economic activities outside 
the scope of state planned control are regulated largely by the law of 
value, and the state can control them only to a certain extent; as for 
those economic activities that are under the indirect planned control of 
the state, the law of value should still be used for regulation--within 
certain limits. Dealing with production and marketing, Comrade Xue 
Muqiao particularly stressed that under certain conditions, select ive 
purchases on the one hand and the sales by the producers themselves on 
the other should be permitted for the vast majority of consumer goods. 

He also stressed the need to use a free marxet under state leadership as 
4 means of supplementing state planning, in order to utilize the law of 
value more effectively. He held that if the law of objective value is 
objectively and seriously restricted, market prices can no longer {| lexibly 
reflect the people's demands. Therefore, it is necessary for the law of 
value to be consciousl, utilized. As to the production of consumer goods, 
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the subordination of market demand to production planning should not be 
permitted, " the contrary, every measure should be taken to subordinate 
production planning to market demand, and the regulative role of the law 
of value should be utilised within limits. "This ts an effective measure 
for rectifying our subjectiviem in the work of planned control divorced 
from people's actual needs." (p 28) 


Judging from today's situation, we can see that although Comrade Xue 
Mugiao's views on commodity production under the socialist system and on 
the law of value need further discussion in some respects, we should 
nevertheless point out that at that time he had already to a certain 
extent exploded the pattern set by Teonemte Problems of Socialism in 

the USSR," which claims that the means of production are not commodities 
and that the law of value cannot play a regulative role in socialist pro— 
duction. He further mentioned the need to examine the internal contra- 
dictions of material interests among various sectors of the socialist 
economy in order to discover the causes for the existence of commodities, 
and the need to regard the role of the law of value highly. This is of 
positive value in promoting the theoretical study of commodity production 
and the law of value. 


On Price Policy and the Monetary System 


The question of price policy in a socialist country is another important 
topic that is discussed in this collection of articles. The role of the 
law of value is expressed through the movement of prices. The correct 
application of the law of value in a socialist economy will inevitably 
touch on the question of prices and price policy. One of the basic aims 
of Comrade Xue Muqiao in studying commodity production and the law of 
value is to explore the question of price policy. 


Comrade Xue Muqiao held that in a socialist system, price is still an 
expression of value in monetary terms. According to the law of value, 

the objective factor which determines price is commodity value, or the 
value in monetary terms, and the relationship between supply and demand. 
In formulating its price policy, a socialist country must correctly master 
and apply the law of value so that the price level and the price parity 

of various commodities will be advantageous for the planned and proportion- 
ate development of the national economy, advantageous to economic 
accounting and the improvement of business management in the enter- 
prises, and advantageous to the consolidation and development of the 
position of the socialist economy. 


How can the law of value be correctly mastered and applied in the formu- 
lation of price policy? Comrade Xue Mugiao held that there arc cwo 
different aspects to this question. On the one hand, in setting prices, 
we must see to it that each commodity's price generally corresponds to 
its value, that there should be a rational and proportionate relationship 
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between the prices of various commodities, and that for each commodity 
there should be a reasonable procurement and marketing price differential, 
wholesale=-retail price differential, regional price differential, urban- 
rural price differential, and grade differential for the same type of 
commodity, so that the exchange of various commodities will generally 
conform to the principle of exchange of equal value. This will enable 
the production units and business unite to recover their production 

costs and obtain a reasonable profit under conditions of normal production 
and rational business operation He held that to ineure a market svnp)y 
in small and medium-size cities where the level of production technology 
is relatively low, the prices of commodities produced in these cities 
could, within a certain period, be appropriately raised. However, the 
margin for the rise generally cannot be more than that permitted by a 
rational regional differential, Enterprises whose production technology 
is too backward or whose business management is poor, leading to high 
production costs and inferior product quality, cannot be permitted to set 
their pricee according to their production costs; otherwise, it would be 
impossible to encourage the advanced and to prod the backward un‘te. On 
the other hand, consideration should be given to the already restricted 
role of the law »f value in a socialist economy. In regulating prices 
and market supply, the law of value cannot be followed blindly, and when 
there is an imbalance between market supply and demand, we cannot relax 
the planned control over prices and let the law of value iniluence the 
prices or restore the balance between supply and demand through price 
fluctuations. He held that neglecting the study of or violating the law 
of value, setting commodity prices subjectively, or aban‘oning the planned 
eontrol of prices and allowing them to be regulated by t.e law of value 
would reveal the lack of accurate understanding of the role of the law of 
value. Therefore, such procedures are all erroneous. 


Based on this understanding, Comrade Xue .aqiao held that to controi 
prices, a socialist country should first stress the need to set the 
prices of all commodities according to the state plan. "In a so ialist 
market, only planned prices, instead of the free prices permitted oy th: 
law of value, should be in the leading position.” (p 200) However. 
because of the existence of the economy of collective ownership, pri 
plots, family eideline occupations and so forth, rural trade (airs anu 
free prices should still be used as a supplement to planned marketing » 
planned pricing. 


Comrade Xue Muqiao held that in order to provide a settled life vu. Lie 
people and insure accurate economic accounting, every possible effort 
should be made to preserve the stability of prices--particularly t)y 
prices of the main items of the means of subsistence. in adjus’ .¢ 
commodity prices, when the prices are basically stable, the state shoul 
not use the method of large increases or large reductions. There shou)’ 
be gradual adjustments, with small increases or reductions, in order ‘o 
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avoid drastic tluctuations, He felt that stabilizing prices should not 
mean freezing prices. In the actual situation in our country, the prices 
of many products ca,.not be called entirely rational, because the prices 
of agricultural products are unduly low, while those of industrial 
products are unduly high. The problem of the scissor difference left 
behind by history has to be gradually solved. Along with the development 
of production, there should be planned, systematic, and rational adjust- 
ments of various commodity prices. Therefore, the so-called stabilization 
of prices refers to the adoption of the method of adjusting prices by 
raising or lowering them so that the general index of prices can be as 
close to its original level as possible. Therefore it is necessary to 
take various measures to maintain a balance between the quantity of com- 
modities==particularly the main items of the means of subsistence==to 

be produced and the quantity in demand, in addition to a balance between 
the aggregate supply of social commodities and the aggregate social 
demand, 


To insure price stability, we should first preserve currency stability; 
this leads to the question of what numerical value should be represented 
by money after all. Here Comrade Xue Muqiao felt that we should abandon 
the traditional viewpoint that money is a symbol of gold or represents a 
certain amount of gold--a viewpoint fc: rmed through the study of the 
circulation of metallic currency. He felt that there is a process in 
the development of money itself, and that the coining of gold and silver 
in the mint, the printing of paper money representing a legally set 
amount of gold, and then the issue of currency today which is no longer 
connected with gold or silver, a.1 form a process of development from a 
lower to a higher form. Money as a special commodity value which only 
represents gold is not the highest or concluding stage of monetary 
development; in its highest form, money should be directly inked with 
all commodities through a comprehensive index of commodity prices. Only 
this kind of money can truly represent the value of all commodities. He 
held that the Renainbi does not represent gold or serve as its symbol; 
it does not stand for a certain amount of gold, but constantly represents 
a certain amount of use value (social products). Through the value of 
many types of products, namely the comprehensive commodit, -alve index, 
it represents the value of various commodities. Therefore it is backed 
up by the total amount of various commodities--a ‘otal amount which is 
many times the value represented by the total issue of the currency-- 
instead of by gold. This is a new stage in the development of the 
monetary system. To preserve the stability of the currency and of 
commodity prices, he said, socialist countries need not rely on gold. 

As long as we correctly control the amount of currency issued and do the 
best we can to keep the amount of currency in circulation from exceeding 
what is required by the market, there will be no violent f.iuctuations in 
currency in circulation from exceeding what is required by the market, 
there will be no violent fluctuations in currency value or commodity 
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prices. This is a moat effective, scientific, and convenient method, 
and ia the one we have used for decadea since our days in the old 
liberated areas, In theory, his views ena our monetary system certainly 
leave a lot of room for further study. However, hia stress on the need 
to proceed from reality and his new theoretical summarization of the 
essence of money and the laws governing it, based on what was then a new 
situation, are of obvious help to ue in the further study of socialist 
monetary theories, 


On Distribution According to Work, Material Incentive, and Putting 
Politics in Command 


Comrade Xue Muqiao was of the opinion that recognition of material benefits 
for individual laborers and distribution according to work constitute an 
important means for correctly resolving the contradiction between collec- 
tive and individual intereets in a socialist economy. On the basis of 
Marxist theories, he clearly pointed out that distribution according to 
work is a concrete manifestation of the socialist system of public owner- 
ship, and that it is the principle of distribution which must be practiced 
during the socialist period. He criticized the ideas of equalitarianism, 
which tend to eliminate the differences in remuneration for labor; based 
on current experiences, he specifically elaborated on the principles which 
must be observed in implementing the system of distribution according to 
work in the economy of ownership by the whole people and collective 
ownership. 


in enforcing the system of distribution according to work, we advanced the 
principle of putting politics in command, along with providing meterial 
incentives, based on the historical experiences of the World Communist 
Movement. Comrade Xue Muqiao gave a fairly in-depth demonstration of this 
principle. He believed in the possibility and necessity of this combina- 
tion because of a basic identity, as well as some contradiction, of 
interests between the collectives and the individual workers in any 
country practicing a socialist economy. Since there is a basic identity 
of interests, there is both the possibility and the necessity to convince 
the working people, through political and ideological education, of the 
need for individual interests to be subordinated to the interests of the 
collective, and for partial interests to be subordinated to the interests 
of the whole. At the same time, because of some contradictions, it is 
also necessary to consider the individual interests of the workers, while 
the state and the collectives should, as a matter of principle, provide 
some material incentives for the workers. He pointed out: The purpose 

of our political and ideological education, on the basis of recognizing 
the material benefits of the cooperatives and the individual workers, is 
to help the workers understand that individual interests should be 
subordinated to collective interests, and that partial interests should 

be subordinated to the interests of the whole, but not to basically oppose 
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all considerations of individual and partial interests. Quite the 
contrary, only the recognition and consideration of individual and 
material interests can arouse the enthusiasm of the production workers 
and quickly increase the social productive forces. Only thus can we 
create the economic conditions for elim nating the difference in the 
workers’ standard of living. We must point out that under the con- 
ditions then existing, the unequivocal remarks that putting politics 

in command should be based on the recognition of the individual worker's 
interests, and that political and ideological education should by no 
means oppose the consideration of individual and partial interests, were 
not only rare but also extremely precious. 


Apart trom the above questions, this collection of articles also -.acludes 
the author's review of the experiences in the recovery period of our 
national economy and the enforcement of the three major transformations, 
and his views on a series of such questions as the special features of a 
socialist economy, the socialist system of public ownership, economic 
accounting, speed and propertion in economic development, accumulation, 
and consumption, and so forth. -Decause of limited space, I will not 
discuss every one of them. 


From my simple introduction given above, we can see that one of the 
distinctive features of Comrade Xue Muqiao's collection of articles is 
its close integration with practical experiences of socialist revolution 
and socialist construction, and the elevation of experiences in actual 
practice to the plane of theories for a concise generalization in the 
light of actual conditions. Comrade Kue Mugiao pointed out: ‘The 
purpose of our economic theoretical work is to solve many important 
problems in socialist construction.” (p 58) Therefore, he particularly 
opposed that kind of dogmatic tendency, divorced from reality, on the 
part of some people who, instead of studying and solving real problems, 
only busy themselves looking for established conclusions from classical 
works to be used as set patterns and imposed on actual complex conditions, 
or on the part of those who are fond of abstract and conceptual debates 
that are divorced from reality. The author's views on many economic 
problems contained in this collection of articles were based on actual 
conditions at that time. His method of proceeding from reality and 
integrating theory with practice in order to soive important practical 
problems in socialist construction and his approach to the study of 
economic theories should be vigorously upneld and popularized. 


This collection of articles were written by Comrade Xue Muqiao in the 

17 years preceding the Great Cultural Revolution. During these 17 years, 
great achievement has been won in economic theoretical work. However, 
this work has also been disrupted by erroneous ideas. Therefore, the 
articles written by him during this period were, in his own words, 
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evitably inf] ced by the trend of thought at that time, resulting in 
ertain one idedneas” and ineorrectness. Further atudy and discussion 
ire necessary in order to deepen the understanding of these problems, 
iow. Comrade Xue Mua ao is writing a new book on the study of economic 
robleme of soctaliam in our country. We are looking forward to the 
early publication of thie book, which should further develop the study of 


ifilieat economic theories. 
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WEAVY INDUSTRY 


BEIJING HEAVY INDUSTRY 15 SUFFICIENTLY DEVELOPED 
Beijing BEIJING RIBAO in Chinese 31 May 80 p 1 


[Report by Zhao Yunqiu [6392 46596 44286): “Beijing's Heavy Industry Needs 
Not Be Developed; City's Eeonomice Society Convenes Enlarged Board Meet ing 
To Study Ts to Committee's Proposal and To Make Suggestions for Building 
the Capital” 


[Text] On 28 May the Beijing Economics Society convened an expanded board 
meeting to study and discuss the Central Secretariat's four-point proposal 
on the work policy for Beijing. 


This four-point proposal hase definitely resolved the problem of the direc- 
tion for building Beijing, the great capital of the socialist motherland, 
It profoundly reflects the wishes of the people of the capital and inspires 
them to etrive harder in their work and labor for the early realization 

of the four modernizations. Comrade Wang Yifu [3769 000) 1133], vice preei- 
dent of the Beijing deonomice Society and vice chairman of the sunicipal 
planning committee, said: In the past, the proposal to build Beijing was 
to be directed toward construction of a complet« and varied industrial 
complex centering around iron and steel, petrochemical, engineering, 
inetrument and meter industries. This differs greatly from the Central 
Committee's proposal. The implementation of this proposal neede to «trees 
the capital's characteristics as a political center, for which everything 
elee Sust serve. 


On the question of the capital's economic construction, Comrade Niu Dew! ne 
[478] 1795 2494] of the municipal planning bureau and Comrade Shi Manfu 
(2457 2581 1133) of the municipal committee's cadre school successively 
pointed out: Since liberation, Beijing has overemphasized the development 
of heavy industry. From the founding of the state to the end of 1978, 
almost half of the total investment on construction in Beijing was used 
for developing industry, while 87.9 percent of the investment on industry 
was used for developing heavy industry. Many political, cultural, educa 
tional, scientific research, tourist, and sunicipal administrative const rv 
tive projects as well as other projects relating to the everyday life of 
the people were eliminated. As the policy was not clearly defined, rior 
ities became inverted. This violated the natural and economic lave 
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governing Beijing's natural, social, and political conditions as well as 
heiling's construction, Inevitably it caused the present state of numerous 
eontradictions, disorganization, evetyday inconvenience, and ceaseless 
COtmentary by the masses, The two comrades pointed out: Developing heavy 
industry One=sidedly and establishing an industrial complex regardless of 
exicting conditions is of the “big and complete, small and complete,” 
independent, and self-sufficient type of natural economic thinking which 
rune counter to modern socialist production. They proposed: Beijing should 
reexamine ite basic construction projects. Its heavy industry does not 
need to be developed, and the continued expansion of some factories under 
the pretext of exploiting potential and instituting innovations should be 
controlled, The main force of heavy industry should be used for raising 
the quality of commodities, increasing their variety, and cutting down 
eonsumption. The three wastes should be handled severely. Scientific 
research development should combine to vigorously develop high-grade, pre- 
cision, advanced, technologically integrated industry. Beijing's special 
characteristics should combine to vigorously develop the food industry and 
touriet and service trades. 


On the issue that Beijing ie an ancient cultural city extremely suitable 
for the vigorous development of touriem, Comrade Hou Xijiu [0816 6932 
0046) of the municipal tourist bureau said: Outside China, touriem is 
called a emokeless and clean industry, and in this regard Beijing has 
bright prospects. To suit the needs of expanding touriem, it is necessary 
to greatly improve tourist management, policies, investment, and the supply 
of commodities. 


In conclusion, Comrade Nie Zhen [5119 4176], president of the Beijing 
Economics Society, called on everyone to continue to study the Central 
Committee's proposal in earnest, to liberate oneself ideologically, and 
to think hard about suggestions for building the capital. The symposius 
will continue. 
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CAPITAL CONSTRUCTION 


"BELJING RIBAO' FORUM DISCUSSES CAPITAL CONSTRUCTION 
Beijing BELJING RIBAO in Chinese 11 May 80 pp 1, 4 


[Report: “Strive to Build Beijing Into a First-Rate City of the Whole 
Country”) 


[Text] Our editorial department held a forum on the morning of 9 May to 
freely discuss and study the Central Committee's four-point proposal. 
Invited to participate were representatives of leading cadres, scientists, 
engineers, national model workers, special-class teachers, shock workers 

of the new long march, and others. Everyone expressed full confidence 

that the four-point proposal put forward by the Central Secretariat clearly 
indicated the right direction for the construction of the four moderniza- 
tions of the capital. We must be of one heart and mind, pool our eicorte, 
and strive and struggle according to the four-point proposal to build the 
capital into the first-rate city of the whole country! 


Four-Point Proposal Accords With Beijing's Reality and People's Desire 


The four-point proposal on the Beijing work policy put forward by the 
Central Secretariat has evoked strong repercussions in the whole city. 

The comrades who participated in the forum unanimously felt that the 
Central Committee's four-point proposal was entirely in accord with the 
political, ideological, and organizational policies laid down after the 
Third Plenary Session of the Party Central Committee; entirely in accord 
with the actual conditions of Beijing Municipality; and entirely in accord 
with the desire of the people of the capital. We resolutely support an/ 
completely agree with the four-point proposal. Beijing, the capital >: 
our country, is the political and nerve center that holds together the om 
mon aspirations of the party and the people. At the same time, it is «ise 
the center of our country's international contacte--[the center) through 
which the whole world passes to see China. Our people who live beside 

the Party Central Committee in the capital feel incomparable honor as we)! 
as great responsibility. We must genuinely build Beijing Municipalircy 
according to the Central Secretariat's proposal so that it deserves the 
capital's title of honor. 








Liu Rukun [0469] 3067 2492], the person in charge of the municipal tourist 
bureau, said: The Central Secretariat's four-point proposal proceeds 

from the realities of Beijing; it has great foresight, ia feasible, and is 
extremely wise, Beijing ie an ancient cultural capital with a long history. 
It hase mountains and rivers, a fairly good climate, and many cultural 

relice and places of historical interest. tlts conditions are favorable 

and attractions are plentiful. Proceeding precisely from this character- 
istic of Beijing, the Central Committee suggested that “the development 

of touriem must be emphasized.” I was very much inepired when | heard 
thie, and I feel that Beijing ie full of promise and bright prospects. 


Shi Zongben [2514 1350 2609], apecial-class teacher of Beijing No. 165 
Middle Sehool, said: The Central Secretariat's four-point proposal fully 
embodies the Party Central Committee's concern for Beijing Municipality 

and reflecte the wish of the broad masses of the people. After the smashing 
of the “gang of four,” the work in Beijing has shown results. However, 

thie is far short of the demands of the Party Central Committee and the 
Masses: the pace of the four modernizations of Beijing is slow and is not 
in accord with the role of the capital. At present, there are many problems 
of social order, pollution in the city is serious, traffic is congested, 

and the state of hygiene is not good. On the middle and primary school 
front, for instance, the education of youth is itself a big problem. 

Some students do not understand what courtesy is and do not know what is 
meant by civilization. Moreover, the present standardization of the struc- 
ture of secondary school education which blindly develops senior middle 
schools causes enormous waste. The broad masses of the people are not 
satisfied with this. Now the Central Committee has clearly indicated the 
direction for building the capital. Every point of the proposal is in 
accord with the wishes and conditions of the people, giving us enormous 
inspiration and strength. 


In View of the Favorable Factors, Advance With Confidence 


Everyone at the forum proceeded from the city's actual conditions and 
earnestly analyzed various favorable faccors on how to realize the four- 
point proposal put forward by the Central Secretariat. The comrades 
unanimously agreed that there were many favorable factors for building 
Beijing into the first-rate city of the whole country. First, there is 
the Party Central Committee's leadership and concern. We can freely 
obtain its instructions and clarity of direction to resolve problems in 
time. Second, the cultural foundation of Beijing has always been relatively 
solid and now it is a focal point of scientific, cultural, and educational 
undertakings, while having a relatively good industrial foundation. Third, 
there is the support of fraternal provinces and cities. Many countries 
conduct technological exchanges and exhibitions in Beijing, which makes 
[the city] a source of experience and reference. Fourth, the broad masses 
of the people in the capital are highly enthusiastic and vigorous. if 

we merely make the favorable factors fully effective, urban construction 

in the capital will surely display a new look in the not too distant 
future. 
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Liu Hanehen [0691 3352 5256], deputy chief of the municipal security 
bureau, said: The Central Secretariat has suggested that “Beijing must 
become the model of the whole country and should be the best in the entire 
world in terme of security, social order, morality, and prevailing customs,” 
The capital of new socialist China ought to be the model of the whole 
country and should be the best in the entire world in these things. 
Looking back to the 17 years before the Great Cultural Revolution, under 
the care of the Party Central Committee and the leadership of the municipal 
party committee, social order in the capital was good. It had been praised 
by the Ministry of Public Security as a firet-rate city of the whole 
country in social security and order. The opinion of foreign friends 

was aleo high. It would appear that the Central Secretariat's demand 

will surely be fulfilled if our whole party is attentive, strengthens 
leadership, upholds the joint efforte of party, government, army, people 
and students, unifies administration, conducts a general struggle, and 
continues the work on the basis of the past 2 years in strengthening 
security; that work has already shown some early results. 


Cui Yue [1508 6460], national youth shock worker, parade guard, and leader 
of No. 3 brigade of the Dongcheng Ward's environmental hygiene bureau, 
said: In the past, the state of hygiene in Beijing was good. People who 
came to Beijing from all over the country would find city streets clean 
and tidy and garbage regularly removed; every family kept windows and 
tables clean and bright, without a fly in sight: the development of medi- 
eal and health facilities was rapid, continuously raising the general 
level of health, while several contagious diseases had already been up- 
rooted. Everything in the capital gave people a fresh and cheerful in- 
pression. Many foreign friends communicated their praise upon seeing these 
kinds of conditions. Since this could be done in the past, it can now be 
done through our own efforts. It is entirely possible to turn Beijing 
into the cleanest, healthiest, and finest first-rate city. 


Fan Jizhou [4636 3444 3166], director of the Beijing Forestry Society and 
forestry department chairman of the Beijing Inscitute of Forestry, said: 
In past years there has been little development in the afforestation work 
of the capital, while serious damage has actualiy been done in some places. 
Our country's afforested area is only 12.7 percent, ranking about 120th 
among countries of the world. Beijing is only 7.5 percent afforested, 
which is below the average national level. The water of the Chaobai River 
is muddy; the Guanting Reservoir is in danger of becoming a reservoir of 
sand; and Reijing's city wall is threatened by wind and sand. How can 
this type of environment suit the demands of the four modernizations and 
construction? To realize the proposal of the Central Committee, we mus: 
vigorously develop Beijing's forestry construction. Our city also possesses 
factors for developing forestry. Sixty-two percent of Beijing is hilly 
and the climate is very good. The backward appearance of forestry con- 
struction can be altered if we merely make full use of these factors and 
engage in afforestation. 
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Make Lfferts and Suggestions To Build the Capital 


The consensus of the comrades at the forum is this: ‘“Dmpty ealle alone 
cannot realize the policy put forward by the Central Secretariat for 
building a modern capital, It is necessary to have specific measures that 
are feasible and realistic, to proceed step by step, and to solve problems 
one at a time.” Everyone at the forum was full of pride and enthusiasm, 
Each aired his views and successively offered suggestions for implementing 
the four-point proposal, 


Zheng Zuwu [6774 4371 2976], deputy chief engineer of the municipal planning 
bureau, made four proposals regarding existing probleme in Beijing's 
planning, drawing on his experience from a recent inspection trip abroad: 
(1) Beijing ought to establish a strong planning body that can really 
paay ite role. This body cannot solely rely on ite authority but must 
also have 4 scientific basis and a platform of policies. Otherwise, it 
would be difficult to effectively resolve the various existing problems 
in the city’s planning. (2) Urban planning calle for combining profes- 
sional contingents and the masses, Not only must we pay attention to 
experts playing their role, but we must also extensively heed the opinions 
of the masses. (3) We must strive to build satellite towne in the suburbs 
and enable their conditions of housing, supply, and communications to be 
no lese than or even above the standards for central parte of the city. 
(4) Using existing foundations, we must rebuild into expreseways some of 
the main communication lines between the city and the suburbs. The cost 
will not be too high, but the impact will be very great. 


Shi Zongben said: To improve social practices in the capital and to 
make it “the best in the whole world,” we need to launch 4 courtesy cam- 
paign throughout the city to heighten the cultural level and the moral 
standards of all its people. School education must stress practical 
results. Consideration must be given to appropriate, compressed and 
shortened general senior-middle schooling by increasing the number of 
middle-level professional schools and carrying out system reforms such 
as separating the liberal arts and the sciences. This will further favor 
the popularization and increase of scientific and cultural levels of the 
city's broad masses of people and the ideological education of the youth. 


The statement by Sun Yulou [1327 3022 7869), vice chairman of the revolu- 
tionary committee of Huangtugang Commune in Fengtai Ward, aroused every- 
one's interest: To implement the directive of the Central Secretariat, 
they have determined the production policy of “developing in an all-round 
way, with vegetables as the mainstay." Besides the prerequisite of cul- 
tivating the existing 27,000-odd su of vegetable fields to guarantee the 
vegetable consumption of one-ninth of the city, 1,000 au of flowers, 
fruit trees, decorative plants, and turf must be grown. We must double 
the production of fruits and hops within 3 or 5 years and vigorously 
develop animal husbandry and farm-byproduct processing, in order to 
satisfy the daily needs of the people of the whole city and to contribute 
to the beautification of the capital. 
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Liu Jukun prepesed closely combining the capital's modernized construc- 
(ion and Couriem development, taking advantage of various superior factors 
by Opehine Up Couriet spots and protecting and tapping tourist resources, 
in building the eity, te ie necessary to maintain a prudent policy, to be 
rational, and to appropriately retain some old streets and ancient struc= 
tures in order to preserve Beijing's distinguishing features, 


ynang Binggui (1728 4426 6311), national model worker and department store 
special-clase salesclerk, said: Beijing is the center of our country's 
international contacts. When foreign customers and guests arrive in the 
capital and find us enthusiastic, attentive, and courteous in our ser=- 
vices, they will eay, “After all, thie ie the capital!” If we conduct 
ourselves coldly, arrogantly, and rudely, they would say, "How could this 
be the capital?!" They would not notice what kind of individual you might 
be but would diseredit the whole capital for it. If you do badly, vou 
will tarnish the reputation of the capital and the country. Each of our 
comrades should do hie best at his own work for the modernized const ruc- 
tion of the capital. We should set an example, win honor for the capita! 
and the sotherland, and be worthy persone of the capital. 
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FOREIGN TRADE 


TIANJIN BECOMING BASE OF FOREIGN TRADE 
Canned Goode Excorts 
Tianjin TIANJIN RIBAO in Chinese 26 Apr 80 p 2 


[Article by Zhang Zhaoyi [17286 3564 6146]: “More Than U.S. $4 Million in 
Foreign Exchange Earned in Firet Quarter") 


[Text] From the beginning of thie year, the Tianjin Canned Goods Factory 
has continued to give priority to quality. In the first quarter, compared 
with the same period last year, the factory raised the proportion of up-to~ 
standard products from 53 percent to over 97 percent, increased the output 
of canned goods for export sevenfold, and in return its earning of foreign 
exchange for the state increased from U.S. $625,000 in the first quarter last 
year to more than 4 million U.S. dollars in the first quarter this year. 


To improve the quality of products, the factory intensified political and 
ideological work and strengthened the staff members' and workers’ sense of 
responsibility, At che same time, supervision was rigorously enforced. To 
guard against germ contamination, they set down standards of environmental 
sanitation and specific rules and regulations on raw material hygiene, work- 
shop hygiene, and personal hygiene. All workshops and works groups 
strengthened inspection and assigned responsibility to persons for the 
inspection of raw materials, semifinished articles, and finished products 
by carrying out the inspection of articles produced during the same shift 
and solving problees promptly on discovery. Every mnth the technical 
department drew a schematic diagram showing data pertaining to quality ro 
that everybody could have a pretty good idea of product quality and could 
try to adopt corresponding measures to improve it. This factory also inprow ° 
the quality of products by starting with innovation of technology and 
renovation of equipment. 


Increase of Micromotor Exports 
Tianjin TIANJIN RIBAO in Chinese 26 Apr 80 p 2 


[Article by Zhang Genfa [1728 2704 4099]: “Export of Motors Incresses | ir! 
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(Text) Our municipality's micrometer factory has earnestly increased the 
variety and specifications of products and expanded exports. in the firat 
quarter of this year, the volume of exports increased by 6.5 times over that 
of the same period last year. 


Since the beginning of this year the factory hae tried to earn more foreign 
exchange by exporting more products, and hae made on an experimental basis 
such new products of emall size, light weight, nice appearance, and reliable 
pertormance as the Model YC large horsepower motor and the 902 steel-plate 
rolled=shell motor. In the course of the trial manufacture of export 
products, the technical personnel went down to the workshop, solved all 
technical problems promptly, accelerated the progress, and helped to quickly 
increase new varieties and specifications. Last year the factory exported 
motors of seven specifications; this year they increased it to 19 specifica- 
tions. The increase of export products has promoted the development of 
production. In the first quarter of this year, the factory's total 
industrial output value increased by 38 percent over that of the same period 
last year. 


Renovation of Old Equipment 
Tianjin TIANJIN RIBAO i: Chinese 26 Apr 80 p 2 


[Article by Zhang Fulin [1728 4395 2651]: "Enlarge Volume of Export by 
Renovating Old Equipment" 





[Text] Our municipality's Radio Parts Factory No 9 learned from the advanced 
technology of imported equipment, renovated its existing equipment, and 
accelerated the development of production. The output of carbon-molded 
resistors f-+ export in the first quarter more than doubled that of the same 
period of last year, and was equal to 50 percent of the total tasks of last 
year. 


Last year, the carbon-molded resistors produced by this factory broke into 
the internatial market due to their excellent quality, and were granted 
exemption from inspection for export and certificates of international 
acceptance. This year, many foreign merchants placed orders for them. The 
factory carefully studied the advantages of an imported high-speed automatic 
carbon-mlded resistor production line. They themselves made a high-speed 
automatic cap press and increased the number of caps pressed every minute 
from 68 to 200. They also borrowed the experience of imported single-joining 
and double-coupling machinery, converted the five single machines in the 
original production line into a combined motion line, saved manpower, and 
improved the quality of products. 


Reconstruction of Equipment 


Tianjin TIANJIN RIBAO in Chinese 26 Apr 80 p 2 


[Article by Tang Bangong [0781 3803 0501,: "Complete the Reconstruction of 
Equipment in Three and a Half Months") 
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[Text] Our municipality's Yuejin Chemical Works weed intermediate=- and short- 
cerm bank loans for equipment and for foreign exchange, and in only 3.5 monthe~- 
from November last year to February thie year=-it completed the task of 
reconstructing the sodium hydrosulphate workshop. Up to the end of March, 

they turned out 30 tone of products and delivered the goods to the departments 
of foreign trade. The product quality met export requirements. 


in the course of technical reconstruction, the factory made careful calcula- 
tions and strict budgeting, rebuilt the old workshop with their own hands, 
and made by themselves nine sete of equipment of indefinite forms. Due to 
the mutual courdination of all quarters, they attained the goal of gaining 
quick results with limited investment. After formal operation, the output 
reached the designed capacity of 1,000 tons per year. In 1 year they could 
increase output value by 560,000 yuan, with 80,000 yuan of profit, and 
could earn U.S. $240,000 in foreign exchange. 








FOREIGN TRADE 


ATTENTION TO PACKAGING OF GOODS FOR EXPORT STRESSED 
Tianjin TIANJIN RIBAO in Chinese 29 Apr 80 p 5 


[Article by Chen Ligang [7115 0536 0474): "Pay Serious Attention to Packaging 
of Export Commodities" | 


[Text] The packaging of commodities is important. It not only protects their 
contents but also makes them attractive and enhances their capability to 
compete. As the saying goes, "A man is judged by his clothes; a horse by its 
saddie." This is the same truth. It is especially true with goods for exports 
which require even better packaging. Foreign customers always judge the 
quality of goods by their packaging. For the same article, a nice-looking 
package will attract the attention of foreign customers, not only making it 
easier to sell but also making it possible to double its selling price and 
earn more foreign exchange. We should pay serious attention to this effect 

of packaging and improve the packing of goods, especially of goods for export. 


Packaging is divided into two categories, one for transpoitation and the 
other for marketing. The former is popularly called bulk packing, such as 
paper boxes, iron drums and gunny sacks. Good packaging of goods for trans- 
port gives protection to the contents so that the goods may arrive safely 

in foreign countries for sale; otherwise, poor packaging may cause loss or 
damage to the goods and affect the earning of foreign exchange. For example, 
a consignment of leather shoes was sent from our municipality to the United 
States for marketing. Due to poor packing, the boxes were damaged on arrival 
abroad, many shoes were pressed together and damaged, and the foreign merchant 
refused to take delivery of the goods. As a result, the shipment was sold 
to others at a lower price, bringing about the loss of more than 10,000 
dollars in American currency. Therefore, though the goods were first class, 
they could not be sold for a good price because of poor packaging, and they 
earned less foreign exchange. 


The other category of packagin, is popularly called retail packing, such as 
glass bottles, cans and small plastic bags. This packing is what the con- 
sumers see. They should have a nice appearance to attract the consumers; 

at the same time, they must be practical in use, convenient to carry about, 
and of suitable capacity for display in stores, For example, our municipality 
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Nas been exporting refined salt. Formerly it was packed in cloth bags and 
bin plastic bags, each weighing 25 and 50 kilograms. It was not convenient 
for the use of consumers, and the selling price was not high. Later, the 
packing Was changed to small plastic bage weighing one pound and a half a 
pound, and the selling price was doubled. Then it was again changed to 
plastic bottles of 800 grams, for sale at a price over three times that of 
the original big bage. This exawple explains the effect of another aspect 
of packaging. 


At present, competition te fairly keen in foreign markets. The fine packaging 
of yoods has become an important meana of promoting sales. To sell more 
goods, forelgn merchants devote a lot of time and energy to the design and 
packaging of goode. They spare neither labor nor money to make the packages 
look surpassingly beautiful and attractive. Sometimes, the cost of packing 
exceeds the cost of production of the goods. We should never neglect the 
design and packaging of goods for export; if we do, we will suffer great 
losses. At Che supermarkets in foreign countries, there are no salesmen, 
and all goods depend entirely on their own publicity to invite the choice of 
the customers. It won't do to not pay attention to the design and packaging 
of goods. While turning out commodities for export, we must pay attention 
to the special features and changes of foreign markets, and do a good job of 
the packaging and design of our commodities. 


For goods of well-known brands, we should pay all the more attention to their 
design and packaging; failure to do so cannot present these famous and precious 
articles properly, do justice to their social status, and fetch a good price, 
For instance, our municipality exports a prepared medicine [for influenza] 
--Yingiao Jiedu Pian, which was originally packaged in a crude manner. Then 
the factory and the export trade department jointly studied the problem and 
changed the packaging from common cork tubes into highly finished glass 
bottles with a white plastic cover, each packed in a harmonious color-printed 
paperbox to make the product look even more highclass, in accordance with 

its status of a highly effective medicine. Consequently, its sales volume 
increased year by year, and its market further expanded from the original 
Hong Kong and Macao areas and Singapore and Malaysia to the United States 

and Japan. lt has beome one of the key national exports of prepared medicine. 


Generally speaking, packaging is the continuation of commodity production, 
because the process of production can be considered complete only after 

the product has been packed up and before it goes into circulation and into 
the spheres of consumption. Speaking from this angle, we must pay attention 
to reducing the cost of packing in order to cut down the cost of commodity 
production. However, on the international market, the condition of commodity 
packaging is related directly to the commodity's capacity for competition 
and its price or the market. Poor packing will affect sales, We must be 
good at handling the relationship between these two aspects in order to achieve 
the aim of expanding sales, raising the selling price, and earning more 
foreign exchange. 
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TRANSPORTATION 


COMMUNICATIONS, TRANSPORTATION SECTOR RESETS PRIORITIES 
Beijing GONGREN RIBAO in Chinese 29 Apr 80 p 1 


[Text] Communications and transportation departments in the nation have 
persisted in a pragmatic approach and have made various readjustments within 
the communications and transportation system--with good results. Since 1979, 
the communications and transportation sector has maintained its steady growth 
rate despite reduced state investment and increased workload. River and 
highway trasnportation volume has exceeded the state plan. The freight 
volume for ocean-going, coastal and Yangtze River shipping has exceeded 

the 1980 first quarterly state plan by 15.1 percent. The volume of cargo 
handled by the 15 major seaports has been exceeded by 12.4 percent. These 
are the highest growth figures ever recorded. Trasnportation of such major 
items as farm produce, light industrial products, textiles, coal, crude oil, 
mineral ores and steel products has also reached the highest growth rate in 
years. 


In the course of implementing the “eight-character" policy, the staff and 
workers on the communications and transportation front have coneluded that 
even though their sector is a "fast return" component in the national 
economy, they still should not rely entirely on state funding for needed 
readjustments at a time when money is tight and materials are short in the 
nation. They belive they must work with what they have and adopt a prag- 
matic approach in reviewing the situation from top to bottom, setting 
priorities, making a systematic shift of emphasis from "overdeveloped" 

to "underdeveloped" areas, dotting the "i" and crossing the "ct" here and 
there, and getting the whole system into proper balance. For example, an 
investigation and study by the Ministry of Economic Affairs indicated that 
the severe shortage of berth space at many seaports was the most serious 
problem. The Ministry then took a close look at 62 projects and found 
that some lacked urgency, some duplicated similar projects, some were not 
included in the state plan, and some promised no immediate benefits upo 
completion. The Ministry decided to cancel some of these projects and 
postpone others. At the same time, it closed, suspended, reorganized a: 
converted a number of factories that were outdated. t concentrated 
available funds on harbor construction. In 1979, facilities capable of 
handling a total of 9 million tons of cargo were added to seaports. In 
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addition, a number of railway, highway, tuel supply, water supply, tele- 
communications, warehousing and storage facilities were expanded to bring 
immediate economic benefits, 


Many communications and transportation enterprises and departments worked 
with what they had and focused their actention on tapping unused resources 
and innovating and reforming their operation to achieve better use of their 
equipment and higher efficiency. To solve the problem of inadequate berth 
space, Shanghai harbor authorities increased the loading and unloading 
lines from 2,8 to 3 for each arriving ship. In this way, for every thrve 
ships loaded and unloaded, the equivalent of one more berth space would Le 
added. They also made use of the buoys and breakwaters in their barging 
operation to result in 7.5 percent more use out of existing berth space. 
Wuhan Harbor under the Yangtze River Navigation Administrative Bureau 
mobilized the masses to complete more than 200 innovations by using scrap 
and used material, thus expanding che harbor's cargo handling capacity by 
2 million cons. It also noticed that the shipping volume of coal was 
constant!y on the rise. On its own initiative, it rebuilt and expanded 
two wharves and set up one more loading and unloading line, thereby in- 
creasing the daily capacity for loading and unloading coal from 200,000 to 
370,000 tons. Many communications and transportation departments throughout 
the country have adopted more sensible methods of transportation, have 
promoted the use of shipping containers, and have organized reiay barging 
runs along the sea coast and along inland rivers to better coordinate sea- 
land transportation and to reduce the chances of ships and trucks running 
empty, thereby saving manpower and fuel. 


Many departments "far removed from the shipping points" have also changed 
their bureaucratic attitude of "waiting for freight to come to them.” 
Instead, they are conducting economic surveys to determine what types of 
goods are being transported, where they are going, and in what quantities. 
To get more traffic they go out and look for freight and sometimes act as 
go-between for buyers and sellers. They are now exceeding the transporta- 
tion set by the state. Improvement in transportation operation and manage- 
ment has brought more revenues to many communications and transportation 
departments and it has enabled others which had been running in the red to 
ture a »orofit for the first time. 


Recently, the Ministry of Communications convened a nationa! conference on 
communications and transportation. The conference summed up experiences 
gained in the past 2 years, especially those experiences relating to re- 
adjustments, studied problems that came with the new situation faciug 
communications and transportation, and laid the groundwork for what is to 
be done in the next two years. 


The conference noted that while the readjustmen’s that took plice in the 
communications and transportation sector met with certain success, some 
unresolved difficulties and problems remain that should be dealt with 
during the remainder of this year. The advice from the conference is to do 
what has to be done, to drop what has to be dropped, and to strengthen weak 
links in the operation. By doing so we will be able to take on greater 
transportation volume in the future. 
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FUZHOU CITY COAXES GREATER PRODUCTIVITY OUT OF LOCAL INDUSTRY 
beijing GONGREN RIBAO in Chinese 29 Apr 80 p i 


[Text] Pushou Municipal departments in charge of industry have set priori- 
ties according to the capabilicies and strength of the city's local industry. 
They are driving to achieve higher output and greater economy, which would 
affect the industry from top to bottom. As 4 result, the city's commnica- 
tions and industrial sector chalked up a first quarterly gain of 18.7 
percent over the same period in 1979 in total ouput value, and a similar 
gain of 7.7 percent in profits turned over to the state. Thus, 4 higher 
ouput wae matched by a higher revenue. 


Early this year, the Fughou Municipal Commission on Economic Af.aire con- 
vened a conference of leading cadres of grassroots enterprises to study 

the city's industrial production in light of market needs. They chose 

54 types o1 products which are good in quality and in heavy demand both at 
home and abroad, which are adequately funded and highly profitable, which 
consume little electricity in their production, and for which raw materials 
are readily available. They also selected 69 enterprises as targets to be 
firet affected by the drive for higher output and greater economy. As the 
drive got underway around the selected products and enterprises, the city's 
industry as 4 whole began to catch the spirit. For example, the Fuzhou 
Municipal Electrical Machinery and Electrical Inetruments Industrial Company 
produces substation trailers, traneformere and switches which are very 
competitive in the international market and which were rated first in 
quality last year in a nationwide contest os similar products. The Fuzhou 
Municipal Commission on Economic Affairs went to great lengths this year 

to help the company boost its production capacities and expand its exporter 
Another company, the Pushou Municipal Transportation Service Company, 

eakes sotorcycles that are easy to operate. Orders for them are dein; 
received from every direction. Last year this company made 400 motorcycles. 
This year it has orders for 800 motorcycles, but it is not equipped to 
produce this number. The Municipal Commission for Economic Affaire organi +. 
a “pool of coordinators” to help this company meet its production target. 
Fuzhou Sewing Machine Factory makes good-quality sewing machines at a lower 
price than any other factory. Its sewing machines are in great demand. 
This year it received a production assignment double that of last year, ' 
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certain faw Materials were in short supply. The Municipal Commission for 
Eeonomic Affairs again stepped in to guarantee raw taterial supplies In 
cases where selected enterprises had weak leadership, concerned departments 
would being in capable cadres to help. 


in addition to its empahsis on promoting production of items on the priority 
List, the FPughou Municipal Commission on Feonomic Affairs hae aleo mobilized 
aii industrial and mining enterprises in FPughou City to Achieve economy by 
watching every penny and by doing things that make economic senee, Por 
instance, each factory is asked to figure out how much can be saved, in 
dollar terms, each year if raw material waste can be cut by | percent from 
the previous year; how guch can be saved, in dollar terme, if it ia to meet 
economy indexes on coal, fuel ofl, and electricity consumption; how much 
can be saved in interest payments if it is to speed up ite turnover of funds 
by 5 percent and to reduce its non-productive inventory by one-third; and 
so forth. Many staff members and workers have spoken out: “Once we get 
down to dollars and cents, we know how great our untapped resources are!” 
To make the industrial work force more aware of the economy drive, the 
industrial and communications front in Puzghou City has conducted various 
industry-wide contests. To achieve higher output and greater economy, 
higher revenue and lower expenses, most industrial and communications 
enterprises have set up economic accounting at the section=- and team-level 
to hold each individual accountable for the success or failure of his basic 
unit. Many staff members and workers have also set individual goale in 
contributing to higher productivity and greater economy. The entire work 
force is determined to do its share in achieving higher output and greater 
economy this year. 
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